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SECTION 302CaD ECONOMIC DEVELOPMENT
PLANNING ASSISTANCE TO STATES
by A. Felicity Gillette*

Background

On September 27, 1974, an amendment to the Public
Works and Economic Development Act of 1965 was signed
into law, which authorized the Economic Development
Administration to make grants to States for economic
development planning.

Section 302 (a) of the amendment provides three key
sentences as the basis for defining the purpose of the
program and its operational design. It states that:

"Any overall State economic development planning
shall be a part of a comprehensive planning process
that shall consider the provisions of public works
to stimulate and channel development, economic
opportunities and choices for individuals; to
support sound land use, to enhance and protect the
environment including the conservation and pre-
servation of open spaces and environmental quality,
to provide public services, and to balance physical
and human resources through the management and
control of physical development."

"Any overall State economic development planning
assisted under this section shall be conducted
cooperatively by the State, cities and other
political subdivisions, and economic development
organizations (including redevelopment areas and
economic development districts) — , and such State
planning shall incorporate the goals and objectives
of local and economic development district planning,"

and
"The assistance available — and to develop an
annual inventory of specific recommendations for
assistance under section 304 of this Act."

*Economic Development Planning Specialist, Program Planning
Division, Office of Planning and Program Support
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This language is broadly written and thus must be
placed in the context of the economic, institutional and
programmatical environment which it addresses for its
intent to be fully comprehensible. Review of the range of
Federal planning assistance programs which have operated
prior to the advent of Section 302 (a) reveals an obvious
void in the area of economic development. EDA, as the
Federal agency with principal responsibility in this area,
has for many years administered an on-going program of
planning assistance at the multi-county level, but has
heretofore had no mandate to provide systematic assistance
for planning at the State level. Moreover, while HUD
identifies economic development planning as a vital component
of a comprehensive planning program, its assistance has
been limited primarily to the areas of land use and housing.
These deficiencies, when coupled with the common though
sometimes mistaken perception that the void has not been
satisfactorily filled by the States themselves, serve as a
logical and credible justification for the creation of an
assistance program for State economic development planning.
However, if this assumption is correct, the legislation
could have been expected to be clearly definitive with
regard to the intent and mode of conduct of the program.
The program purpose would have been directed to assisting
States in meeting the employment and income needs of
individuals through systematic application of such traditional
economic development tools as industrial promotion, location
assistance, tax credits and public works. But the 302(a)
legislation goes beyond this, and it is only by looking at
the full range of problems confronting Federal, State and
local governments today, as well as the tools that are
available to deal with them, that the most compelling
rationale for not only the program, but also for the
seeming vagueness of the language which is its foundation,
becomes apparent.

From the time of the New Deal, the Federal government
has assumed a growing mantle of responsibility for the
economic and social well-being of the Nation and its
citizens. From the Full Employment Act of 194 6, through
the "Great Society" and into its involvement in the environ-
mental and resource issues of the seventies, the Federal
government has established and pursued both explicit and
implicit national goals. During the fifties and sixties,
a period of relatively sustained economic growth, economic
goals became essentially self-fulfilling. Explicit economic
policies were thought to be unnecessary since the resources
were available to treat disparities in well-being as
social rather than economic problems. The provision of
jobs for the residual unemployed and underemployed became
a social objective to be pursued without regard to economic



efficiency. The manpower training programs of this period
were more the product of social conscience than an effort
to increase the economic productivity of underutilized
resources. Income distribution issues became hidden
behind a panoply of social programs which were created to
address symptomatic rather than basic economic problems.
Not only did these programs fail to address the underlying
economic issues but their design and implementation failed
to reflect any perception of their inevitable economic
impact. Consequently, the impact of these huge subsidies
to individual incomes, to geographic areas, to private
industry and to governmental services cannot be systematically
assessed much less directed. Furthermore, as these programs
proliferated, the broad social goals they were to achieve
became obscured by increasingly narrow program objectives
and by compartmentalized and rigid management structures.
The view from the top was lost; Federal program expenditures
have come to consist largely of transfer payments to indi-
viduals and to State and local governments.

Concurrently, States viewing themselves as relatively
powerless to influence their economic well-being have, in
response to the flow of Federal funds, focused their
attention mainly on those social problems for which assistance
is available. Their role has been largely reactive,
responding to Federal program structures, administrative
requirements and the provision of matching funds on a case
by case basis. The resulting program compartmentalization
has been exacerbated by the demands of the political
process for specific accomplishments: new houses, roads
and schools, the tangible measures of success to an electorate
with understandably parochial concerns. Such a political
environment is not conducive to the establishment of broad
goals and strategies, which for implementation require the
thoughtful determination of long term investment priorities.
It is much safer politically to operate State programs in
conformance with Federally "imposed" objectives and thereby
avoid the risks of accountability for results to the
electorate. The typical role of State government in
economic development exemplifies this near-sighted approach.
Economic development activities are generally restricted
to industrial promotion and location, the objectives of
both being the relatively immediate generation of jobs and
tax revenues. Whether such efforts are cost-effective
over the long run seldom surfaces as an issue, since the
economic accounts are kept separately from the social
accounts and neither is subjected to rigourous long-term
analysis. These practices serve as strong evidence for
the belief that in the pasi^ and in contrast to the Federal



government, States have chosen not to assume a responsi-
bility for establishing and pursuing State economic and
social goals, but rather have maintained their role as a
conduit for Federal programs, with the resulting administra-
tive structures adding a further disincentive to questioning
the overall purpose, impact, and effectiveness of the
resources being expended.

This apparent lack of a capacity at either the
State or Federal level to direct and ensure the effective
application of program resources to long-term goals was
perhaps a tolerable situation in a period of sustained
economic growth. However, as inflation and recession cut
further and further into program budgets, limited resources
and their allocation have become critical issues, and
furthermore are superimposed upon an increasing awareness
that the environment for economic growth is changing as
the availability and cost of natural resources such as
land, energy and water become additional limiting factors.
Thus it has become increasingly clear that economic and
social goals cannot ' be pursued independently and that
continued improvement in the nation's socio-economic
welfare henceforth will depend upon the more productive
use of our total resources, a goal which can only be
achieved through purposeful and cost-effective application
of public investments. This is the underlying premise of
the 302 legislation. Section 302(a) is not significant for
its support of economic development planning per se, but
rather for its recognition of the need for overall com-
prehensive resource planning. Consequently, it is more
important to the understanding and implementation of the
302 program to define the comprehensive planning process
of which it is to be a part than to describe the elements
of economic development planning from a technical stand-
point.

A comprehensive planning process for overall resource
management must start ideally from a perception and eventual
definition of a total system, its parameters and the
relationships among its parts. Only a process which is
defined in this depth can facilitate policy development
and the analysis of alternative implementation strategies
in terms of their impact throughout the system, while at
the same time permitting the evaluation of immediate
requirements against long-run objectives and resource
constraints. Beginning with the assumption then that
economic development planning must be concerned with the
totality of our physical, economic and social resources
and to be effective must therefore be an integral com-
ponent and probably the major organizing component



of an overall planning process, the immediate objective of
the 302 program becomes the institutionalization of this
overall process. Only within the framework of such a process
can the broad concerns of economic development as expressed
in the legislation be properly addressed.

Given the historical biases, reenforced by Federal
program administration, against an affirmative and coherent
State role in resource allocation as described earlier some
scepticism as to the timeliness and relevance of this program
would seem justified. However, there appears to be a growing
recognition that it is not enough for a State government to
be efficient, it must also be given purposeful direction in
generating solutions to the increasingly complex concerns and
problems of its citizens. Evidence of this new awareness may
be found in the many recent State governmental reorgani-
zations as well as in a number of efforts already underway to
formulate long-term goals and growth strategies. This was
further born out by the favorable responses received by the
Agency as it moved to get the program underway.

Implementation

Because the program is concerned with process
building in a still largely uncharted area, the establishment
of rigid program guidelines would have been, if not impos-
sible, then at the very least contradictory to the intent of
the program. Consequently, the program regulations as
published in the Federal Register, December 30, 1974, are
limited to a reiteration of the legislative requirements for
a comprehensive planning process that includes the involve-
ment of sub-State planning units and that for such a process
to be effective it needs to be tied in to the Governor's
decision making and budgeting process. That the emphasis of
the planning process be on designing strategies to address
unemployment and low income problems was added as a require-
ment by the Agency probably out of a concern that the program
purpose was too broad and vague to be effectively articu-
lated. In retrospect, this requirement was probably unneces-
sary and in some instances contributed to the Agency's
problems in overcoming the general perception that the 302
program shares the narrow focus of its traditional programs.

These administrative requirements were further
amplified in application guidelines for potential grantees,
but the key vehicle for publicizing and selling the program
concept was personal contact between the Agency's Regional
Office staff and potential grantees. Wherever possible
direct communication was established with the Governor or a



top staff assistant to ensure that the design of the State's
planning program would be responsive to the individual
planning and decision making needs of the Chief Executive.
In many instances such discussions provided fresh insights
into a State's planning and management systems and generated
ideas on new approaches and some innovative ways in which
the 302 program could be used.

The primary topic of these discussions was the com-
prehensive planning process that constitutes the conceptual
base of the program. Specific elements of the process were
explored in relation to each State's institutional structure,
current planning and decision making capabilities, procedures
and desired new approaches. The key elements in the overall
process were described in statements to the effect that:

o The objective of the process is to overcome
fragmented program-by-program approaches by
developing a perspective of the system as a whole,
which will permit policy formulation and strategic
planning for the cost-effective use of the State's
total resources to achieve broad public goals;

o The Chief Executive must be committed to the
process as a policy and management tool;

o The process should be institutionally located
and structured in such a way as to facilitate
a big picture approach, probably in the Governor's
office;

o The budget function should be an integral part
of the total process;

o The process should be supported by an adequate
information base and the technical capacity to
analyze alternative strategies; and

o The process should provide the framework and
guidance for the preparation of functional
area plans and for program implementation at the
operational level.

Having established each State's stance in regard to the
overall process, it was then possible to define an appro-
priate role and orientation for economic development planning,
as well as for meeting the additional requirements of 302
regarding the involvement of sub-State units and an emphasis
on the problems of unemployment and low income

.



The existing relationships between States and sub-
State units cover a broad spectrum ranging from almost non-
existent to entirely institutionalized through an executive
order or legislative mandate (i.e., for specific planning or
service delivery activities). The relative strengths of
State versus local governments also vary enormously, as
does the capacity of sub-State units to develop goals and
programs as imputs to a State planning process. Conse-
quently, the design of this required relationship cannot
be standardized and must be given time to evolve.

Because of the program' s emphasis on the development of
a planning process as a long-term means of addressing specific
economic problems, States were not expected at this stage to
articulate any specific strategies, but rather, were asked to
indicate an awareness of the problems to which such strat-
egies would ultimately be addressed. Through the subsequent
pre-application and application review process, proposed 302
programs were further refined to fit individual State's
needs. Changes in approach and location of the program were
not uncommon as comprehension of its flexibility and potential
grew. As a result, by the end of FY' 75 the Agency had
approved funding for 46 highly individualized State 302
programs

.

Program Observations

With a total FY' 75 appropriation of $5.5 million, the
sizes of the grants relative to those of other Federal
planning assistance programs are of necessity small, ranging
from $50,000 to $300,000. Variations in these extremes are
attributable to a combination of factors, including popula-
tion, developmental problems, existing planning capability,
and the relevance of the proposed 302 program. A feature
common to almost all the programs is that grant funds will be
used predominantly to support staff; personnel costs will con-
sume 75 percent of the total program budget. This is a tan-
gible reflection of the Agency's primary program objective to
establish an on-going development-oriented planning process
supported by an in-house planning and analysis capability.
In the few instances where significant funds will be used to
purchase contractual services, this use was found to be
justifiable either as generating directly relevant inputs to
an already functioning process or as creating an informa-
tional base essential to initiating a planning process.

Other than program budget structures it is virtually
impossible to find any single factor that can serve as a
basis for a comparative description and analysis of the range
of 302 supported activities. Each program reflects an unique



response to such variables as: the role and strength of
State government; the strength of the executive versus the
legislative branches; the personality and status of the
incumbent Governor; the current approach to State planning,
its supporting institutional structures and mandated responsi-
bilities; the relationship between State and local govern-
ments; and the basic developmental status and prevailing
philosophy toward development. To complicate matters further,
variations in approach to the potential grantees by the
Agency's six regional offices cannot be disregarded as an
influence on individual program designs, although through a
centralized review function major inconsistencies between
regions were avoided.

Consistent with the Agency's concern for the development
of the total process as the basis for effectively pursuing
economic development planning, the individual programs are
probably most usefully categorized according to each State's
overall planning process status. This factor appears to have
been the major determinant of both the location and design of
the individual 302 programs although there are some aberrant
instances in which other factors apparently weighed more
heavily.

In terms of an overall process, three groupings can be
described: (1) States which are moving toward a process
based on a big picture concept; (2) States that are establish-
ing planning and management procedures that could become a
part of such an approach; and (3) States that appear dis-
interested in moving either way. On this basis the following
observations can be made:

I. Development of An Overall Process

In a limited number of States, an explicit public
commitment has been made to the development of an overall
planning process. In several cases strong legislative
support has facilitated the creation of the necessary insti-
tutional structures and has led to the appropriation of
funds for developing the technical base. There appear to be
two approaches being followed, one where development or
growth is being used as the central organizing theme as
exemplified by Utah, Pennsylvania, and Hawaii, and the other,
where a number of key policy issues are being pursued such as
social resources, physical resources and economic development,
for example in Florida and in Washington.



The common focus in both approaches is on the total
system and on the strategic long-run allocation of resources
to achieve broad State goals. To ensure this orientation,
the process generally (but not always) has its base in the
Governor's office but has become institutionalized beyond the
point of being only reflective of the incumbent's personal
philosophy. Strong analytical tools and coordinative pro-
cesses have been established as the basis of an on-going
capability, and goals, established with broad public partici-
pation, transcend party politics. While serving as invalu-
able models for States embarking on a total process approach,
there are still gaps and weaknesses in the systems thus far
developed. Outstanding amongst these is the translation of
policy goals and directives into specific program plans and
priorities. In almost all these cases, the 302 program is
being used to strengthen the overall process, either in the
Governor's office, to aid in policy and goal articulation and
analysis, or in the State Planning Office for the further
development of analytical techniques for evaluating program
alternatives to achieve policy goals. A major objective for
States relatively advanced in the policy and strategic
planning phase will be the formulation of long-range invest-
ment plans encompassing the total range of available and
potential developmental resources. While many of these States
have involved their sub-State units in their policy and
strategy formulation activities, the real test of the viability
of the concept will come with their participation in the
programming phase.

With the incentive of 302 funds a number of additional
States have decided to embark on an overall planning process.
Typically, this effort begins with the establishment of a
broad based advisory group charged by the Governor with
investigating State-wide development issues and formulating
recommendations on development goals and policies. 302 funds
will be used generally to support a staff in the Governor's
office which will provide the technical expertise for the
analysis of issues and policy alternatives. Involvement of
sub-State units will frequently come through membership in
the Governor's advisory group and additionally through
direct staff coordination. While the desirability of fos-
tering the initiation of a broad policy level process is
unquestionable, it is not without risk. To initiate the
process requires the leadership and commitment of the Governor
and thus, for better or worse, will reflect his philosophy
and biases or at least those of the people he selects to
participate. Without an institutionalized framework,
coordination will be in part dependent upon personal rela-
tionships which must overcome strongly established power
bases.



Hopefully/ both the States concerned and the Agency can
learn from the failures as well as the successes to be
encountered in these efforts to establish a new planning
process.

II. Development and Management Procedures

A more common response to the problems of resource
management has been to superimpose coordinative requirements
on the existing structures and to concentrate on improving
specific management tools. This type of coordinative func-
tion is frequently found in the mandate given to a State
Planning Office. Such a mandate generally requires the
review of all departmental plans and programs and the pre-
paration of recommended adjustments for input to the budget
and the Governor's annual legislative program. The limita-
tions of an essentially post facto review process are obvious
and, in some cases, efforts have been made to develop a
capacity in the State Planning Office to increase its involve-
ment in program design and coordination at the conceptual
stage. Planning review committees with multi-departmental
representation have been established and the technical
capabilities to undertake, for example, program analysis and
zero- base budgeting, are being developed. Procedures of this
type have been instituted largely in the interests of increased
efficiency. However, they constitute an essential component
of an overall policy planning and programming process and, as
such, represent a step in the right direction.

Many of the States that have placed the 302 program
in the State Planning Office are using it to strengthen or
develop a technical capacity for conceptual planning and
coordination of a broad range of programs and projects that
impact upon economic development. Some of these States
already have the complementary policy formulation function in
place. Others are developing this vital function simul-
taneously, while the remainder are apparently not yet ready
or interested in making an explicit commitment to establish-
ing goals and policies. Politics is an obvious factor in the
latter situation, but this lack of commitment to policy
formulation may also in part reflect the way in which the 302
program was presented to these particular States.

The manner in which States are addressing the need
for sub-State inputs to the program does not necessarily
correspond to their overall approach to planning. However,
there appears to be some tendency on the part of grantees who
have placed the program in the State Planning Office to
emphasize the development of the techniques and methodologies
whereby State and sub-State planning can be meshed. This
tendency is frequently evidenced by the inclusion in the
program of the provision for technical planning assistance to
the sub-State units.



III. Limited State Planning and Management Role

States in this group mainly evidence a strong philo-
sophical bias against centralized governments and as a result
have very limited governmental roles, which, in the area of
planning, have been generally to provide guidance and
assistance to local units of government. Consequently, these
States have tended to take a narrow view of the 302 program,
locating it usually in the department with responsibility for
economic development activities, where coordination with
other departments is sought essentially as issues arise
requiring their input. It is interesting to note that, as
some of these States have become involved in their 302
programs, their perception of its significance is growing.
Where there has been little or even no State planning here-
tofore, it is being found that economic development planning
with its positive orientation, in contrast to land use or
environmental planning, is a useful vehicle for gaining
acceptance of a State-level planning function. It is for
this reason that funding 302 programs in States with other-
wise little interest in, or capacity for, developing a
broader planning process would seem justifiable.

Implications of the 302 Program

The basic issue posed by the inception of 302 for the
Agency is the degree to which the allocation of project
monies may be responsive to State development strategies.
Traditionally the Agency has by-passed the States and worked
directly with local governments. The only planning require-
ment has been that a specific project be consistent with the
area and, if relevant, district Overall Economic Development
Programs. By providing project monies under Section 304 of
the amendment as a tool for implementing coordinated State
development strategies, it might be assumed that the Congress
intends this action to initiate a new process of Federal/
State/local program coordination that could be built into a
variety of Federal grant programs. This issue has not yet
been addressed by the Agency, which would probably prefer to
let it rest until some further experience is gained through
the use of the 304 funds. However, as States become increas-
ingly committed to development strategies and implementation
activities, frustration over their inability to influence the
flow of Federal funds will inevitably lead to pressure, not
only on the Agency but on the whole Federal structure, for a
greater role in determining the allocation of Federal funds
within their jurisdictions.
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THE DYNAMICS OF CHANGE: The Urban-
Rural Distribution of Work and Residence
in the United States
by Larry C. Ledebur*

The United States is overwhelmingly urban in both
residence and culture. Almost 73 percent of the
nation's population now lives in metropolitan areas.
The continuous emptying out of rural areas in response
to the pull of social and economic opportunities in
urban centers and the push from deteriorating nonmetro-
politan economic conditions has resulted in a concentration
of the urbanized population in less than 14 percent of
available land areas. Extrapolation from these trends
has led to predictions that urbanization may only be in
its incipient phases with the ultimate consequence being
an interlocking chain of extensive urban complexes.

Yet, somehow, the decade of the seventies seems to
portend something different. Society and the economy
are in the process of becoming spatially, structurally
and qualitatively changed from those conditions which
generated the dominant trends observed throughout the
present century. The following changes seem particularly
significant.

1. The nation's birth rate has decreased significantly
with the major changes occuring in metropolitan areas.
The average annual rate of population increase in metro-
politan areas in the decade of the sixties was 1.23
percent. In the early seventies (1970-73) this declined
to an annual rate of 0.83 percent.

...The decline of the birth rate since 1970 has
basically occurred in the most metropolitan parts
of the country. In the 3 1/4 years after April
1970. .. .births numbered 5.2 percent less

*Associate Professor of Economics, Denison University, and
Visiting Scholar, Office of Economic Research.
NOTE: In July 1975 the Office of Economic Research
initiated a visiting scholars program. Each year scholars
of demonstrated competence will be invited to undertake
research in the area of urban and regional economic
development in residence at the OER. Dr. Ledebur is the
first visiting scholar under this new program. This article
is a synopsis of the research in which he is engaged.
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than for the previous 3 1/4 years in the Northeast
(including Delaware, Maryland, and the District of
Columbia), the North Central and Pacific States. On
the other hand, in the South and Mountain divisions of
the West, they actually increased by 3.5 percent in
the post-1970 period over the prior period. Although
nonmetropolitan residents are a minority in both these
two super regions, they comprise twice the proportion
in the South and Mountain West that they do in the
North and Pacific West (40 percent vs. 20 percent).
It is highly unlikely that this contrasting pattern in
number of births could occur without being substan-
tially associated with the large difference in the
proportion of nonmetropolitan population. It appears
that the difference between average levels of metropolitan
and nonmetropolitan fertility rates has somewhat
widened since 1970, after three decades of con-
vergence. 1

2. The rural to urban redistribution of population has
ceased, and, in some degree is being reversed. The rate
of population growth of rural areas (5.6 percent from
1970-74) is now greater than that for both the nation as
a whole (4 percent) and metropolitan areas (3.4 percent).
This reflects a decrease in the average annual percent
increase in urban population of 0.9 percent from the 1.4
percent of the preceding decade. While metropolitan
areas continue to grow, natural increases (births minus
deaths) and foreign inmigration explain an increasing
proportion of the change relative to migration from
rural areas.

3. Urban areas have begun to lose population through
net outmigration. In the early seventies (1970-74)
cities experienced a net loss of 1.8-million people to
rural areas. The outmigration derived primarily from
the eight very large metropolitan areas of over three
million. As a whole these eight cities experienced a
net outmigration of 1.2 percent. Similarly, metropolitan
areas of over one million experienced outmigration of
0.3 percent.

^Calvin L. Beale, "The Revival of Population Growth in Non-
metropolitan America," EAS-605, Economic Research Service,
U. S. Department of Agriculture, June 19 75.
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Overall, one-tenth of the nation's 265 Standard Metropolitan
Statistical Areas are now losing population / and one of
every four Americans in a metropolitan area resides in a
declining one.^

4. Counties adjacent to metropolitan areas, which lost
population in the preceding decade experienced a 6.2
percent increase between 1970 and 1974. This growth of
adjacent counties reflects ongoing suburbanization and
should be considered as urban growth. When urban
adjacent counties are included with urban counties the
rate of urban population increases changes to 3.8 percent,
still less than the 4.9 percent growth rate of non-adjacent
rural counties.

5* The impact of nonmetropolitan but urban- related growth
is greater than that contained in immediately adjacent
counties. For Washington, D.C. this has been described as
a super region of second homes, metropolitan related
subdivision activity and weekend commutation around
Washington and Baltimore consisting of 70 counties in five
States . This phenomenon of a rapidly expanding outer
ring of metropolitan growth is occurring around almost
all SMSA's.

6. A redistribution of employment opportunities from
urban to rural areas is underway after decades of centrali-
zation of economic opportunities in cities. In the first
two years of this decade alone, metropolitan employment
declined by 3.8 percent while nonmetropolitan jobs increased
by 1.5 percent. The ruralization of industry may portend
even greater migration to nonmetropolitan areas from the
nation's cities.

7. The Northeast, historically ascendent in industry, and
commerce is experiencing economic decline. This trend
began in the twenties with a redistribution of manu-
facturing from the Northeast to the South and West. In
the 1960 's employment in all industries other than farming
increased at a greater rate in the South and West than in
the Northeast and North Central regions. This relative
decline of the Northeast, and in lesser degree, the North
Central region, is, in all probability, a precursor of
serious economic problems for the region and a continuing
regional redistribution of economic activity.

2Peter Morrison, "A Proposed Study of Local Public Service
Adaptations to the Halt in Metropolitan Growth," The
Rand Corporation, September 1975.
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8. Finally, the nation has experienced a dramatic change
in the performance of the economy. Since the beginning of
World War II, with cyclical interruptions, the growth
and vitality of the economy has insured a relatively low
level of unemployment and the continuous erosion of poverty,
The unemployment rate averaged 4.7 percent from 1947
through 197 3. The 1973 economic downturn, the most serious
since the greater depression, created high levels of
unemployment, and the ensuing recovery has not been
sufficient to fully employ the existing labor force.
Almost* all estimates project a minimum unemployment rate
of 7.5 percent for the remainder 'of this decade.

These changes in trends and conditions previously assumed
to be long term have important implications for the future
demographic and economic profile of the United States.
The revival of population growth in rural areas, small
towns and medium-sized cities, the decline of population
growth of large metropolitan areas, and the spatial redis-
tribution of employment opportunities will force a
rethinking of many public policy issues and programs
relating to questions of economic development, both urban
and rural, and the quality of life experienced in these
contents.

Before the policy implications and needed programmatic
responses can be thought through and identified, it is
necessary to achieve a much more careful understanding of
the nature and dimensions of these current demographic and
economic changes and the underlying dynamic or causal
forces generating them. The present research is directed
to a careful analysis of the spatial characteristics and
underlying causal forces which are at work and the policy
implications of these changes and their causes.

The intended product when completed will be reported in
book form. Two of the topics examined in the research will
be (a) the changing distribution of intermetropolitan
population distribution, and (b) the changing distribution
of industry and employment.

Intermetropolitan Population Redistribution

Between 1970 and 1973 metropolitan areas grew less
rapidly than the United States as a whole (2.9 percent
vs. 3.2 percent). This stands in stark contrast with
all post-war years. In the decade 1960-70 SMSA's
increased 17.1 percent in population compared to the
lesser 13.4 percent increase for the nation.
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The impact of this declining urban growth rate
impacted differentially among geographical regions and
city size categories. Metropolitan areas of over
three million increased by only one percent and this
resulted primarily because of natural increase, i.e.,
births over deaths. Cities in this size category
actually experienced net outmigration after decades
of net inflows from smaller cities and rural areas
(witness the net inmigration of five percent from 1960-
1970). Thus in the early seventies there was a redistri-
bution of population from the very large urban places to
smaller SMSA s, adjacent SMSA areas and rural counties.

Metropolitan areas of one to three million grew at
a rate which exceeded that of the eight largest cities
and the nation as a whole from 1970-1973 (3.6 percent).
Again the major portion of this growth resulted from
natural increases (2.5 percent), but 1.1 percent was due
to inmigration. This did not hold for all cities in this
size category; rather significant variation is observed on
the basis of geographical location. In the Northeast and
North Central regions, these cities experienced net out-
migration. In the North Central region the rate of natural
increase was sufficient to offset the outward flow resulting
in a small but positive increase. In the Northeast the rate
of natural increase was an insufficient offset. In all
other regions, these cities increased in population and ex-
perienced net inmigration. The greatest increases were in
the South Central and Western regions, while the South
Atlantic region, other than Florida, witnessed both lower
rates of natural increase and inmigration.

SMSA's of less than one million experienced the
greatest rate of population increase. This is the only
urban size category in which the rate of inmigration ex-
ceeded the rate of natural increase. Again, the greatest
increase was in the South Central and Western regions, and
Florida. While these smaller urban places in the Northeast,
North Central, and South Atlantic exclusive of Florida in-
creased in population, this was due primarily to natural
increases rather than inmigration. The rate of inmigration
in each of these areas was less than one-half percent and
the North Central region experienced net outmigration.

Thus a redistribution of population has occurred with
smaller urban areas gaining relative to the very large
cities. Cities of less than three million in the West and
South Central regions of the United States have experienced
the most rapid inmigration and population increases.
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William Alonso has observed:

Migration from nonmetropolitan areas and from
abroad plays a shrinking role in metropolitan
growth. The rate of migration to all metropolitan
areas has declined from 21 per 1,000 inhabitants
per year in the first decade of the century to less
than five per 1,000 in 1960-65. Migration's share
of total metropolitan growth declined over the same
period from 70 percent to less than 30 percent, and
is now apparently about 20 percent. In other
words, the intermetropolitan population system has
become more closed; accordingly, changes in the
structure will respond more to its internal dynamics
and less to external forces. J

Since the turn of the century, migration into the
metropolitan system and natural increases have
accounted for a decennial population increase of
between 20 and 30 percent. Migration among metro-
politan areas caused some variation in the rates of
growth in diverse metropolitan areas; but the
substantial cushion of natural increase and migra-
tion from outside the metropolitan system generally
made rates of population growth relatively similar
throughout the metropolitan system. But now, with
the cushion provided by the natural forces shrinking
rapidly, intermetropolitan flows, become all important
to the growth or decline of population in diverse
metropolitan areas.

^

Given the importance of these intermetropolitan
flows, remarkably little is known about their composition
and the nature of their underlying dynamics. Recent
census data (1970-73) indicates a significant and largely
unanticipated change in the growth rates of cities
categorized by size and regions. These intermetropolitan
movements will be analyzed to respond to the following
questions.

3 .

William Alonso, "The System of Intermetropolitan Population
Flows," Commission on Population Growth and the American
Future, Research Reports, Volume V, Population Distribution
and Policy, Sara Mill Maize, (ed.). Washington, D. C,
Government Printing Office, 1972, p. 327.

4
Alonso, op. cit.
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. \

1. Metropolitan areas of three million or more
are experiencing net outmigration as are cities of one
to three million in the Northeast and North Central Regions.
Where are these people going?

a) To other urban areas, thus constituting
intermetropolitan flows.

b) To non-SMSA counties adjacent to cities and
therefore, perhaps, representing ongoing
suburbanization. Census data indicate that
five-eights of recent rural inmigration was
into counties adjacent to SMSA's. If a
significant proportion of urban outmigration
is to SMSA adjacent counties, are these people
locating adjacent to the SMSA's they departed
or to SMSA's of greater or smaller size?
Migration from one SMSA to adjacent counties
of another should be regarded as intermetro-
politan movements if employment at destination
is integrally related to the economy of the
urban area.

c) To rural nonadjacent counties representing y

true exurbanization.

2. Given the identification of flows, the question
of their determinants will be analyzed. This will be
done on the basis of:

a) intermetropolitan movement and distribution
of jobs.

b) average mean income by industry between
urban areas classified by size and geo-
graphical region.

3. Subsequent to the identification of intermetro-
politan population flows and analysis of their causal
underlying forces, the question of the implications for
public policy will be addressed. For example, if, as
indicated by census data, significant intermetropolitan
flows are mainly between urban size categories and regions,
what are the policy implications for (a) the question of a
national population distribution policy, (b) regional develop-
ment programs, (c) the life cycles of cities in the United
States, (d) EDA growth center policy, and (e) the plight of
declining urban areas?
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Table II

Average Components of Employment Change
for Metropolitan and Rural Areas

by Region, 1970-72
(in percent)

Metropolitan

NET EXPAN- CONTRAC-
CHANGE

-6.6

BIRTHS

4.5

DEATHS

-12. 1

SION

10.9

TION INMIG.

0.2

OUTMIG

Northeast -9. 9 -0. 3

North Central -4.3 4.5 -10.2 10.6 -9. 3 0.2 -0.2

South -0.0 7.8 -11.6 13.6 -9.9 0.3 -0.2

West -3.5 6.7 -13.9 14.2 -10. 7 0.3 -0.2

Rural

EXPAN- CONTRAC-
CHANGE BIRTHS DEATHS SION TION INMIG. OUTMIG

0.3 -0.2

0. 3 -0.2

0.4 -0.2

0.3 -0.2

Northeast -2.3 5.4 -13.2 13.6 -8.2

North Central 1.4 6.6 -12.7 15.9 -8.5

South 1.2 7.4 13.9 15.6 -8.0

<3 West 7.7 10.4 -14.8 21.6 -9.6

Source: Peter Allaman and David L. Birch, "Components of

Employment Change for Metropolitan and Rural Areas
in the United Statesby Industry Group, 1970-1972."
Working Paper #8, Joint Center for Urban Studies of

the Massachusetts Institute of Technology and
Howard University, p. 13. Developed from Dun
and Bradstreet data.
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The Changing Distribution of
Industry and Employment

In the Twentieth Century, spatial population distri-
bution has mirrored the geographical location of economic
opportunities. Early industrial development of the
United States occurred in the Northeast. However, by
1929, a redistribution of manufacturing and related job
opportunities from the Northeast to the South and West
was underway.

This shift in the location of manufacturing activity
has been in process throughout the post-depression
period. In the decade of the sixties, while the nation
experienced an average growth in manufacturing employment
of 19.4 percent, the Northeast had an increase of only
11.8 percent. The South and West grew at 30 percent and
26 percent respectively for the comparable period.

These regional shifts have not been constrained to
manufacturing. Between 1960 and 1970 employment in all
industrial ^ categories increased at a greater rate in the
South and West than in the Northeast and North Central
Regions. ->

These regional redistributions have continued in
the early 1970 's, but with the West becoming the primary
beneficiary of the new growth. These data also point to
what is, perhaps, a more significant phenomenon - the
redistribution of employment between urban and rural
areas. This is not simply a higher rate of employment
growth in rural areas, rather it represents an absolute
decrease in urban employment. From 1970-72 private
sector metropolitan employment decreased by 3.9 percent
while rural employment increased by 1.5 percent.

Urban areas in all major census regions lost employ-
ment, except the South which experienced no net change.
The rural component of the Northeast Census Region also
had a net loss although not as great as the corresponding
metropolitan decrease. In the other three census regions
employment increased, with the West again the major
beneficiary.

5The one exception is construction and mining in the West
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METRO
RURAL

Table III

Average Components of Employment Change
for Metropolitan and Rural Areas by Industry, 1970-72

(in percent s

)

Agricul t ure

NET
CHANGE BIRTHS DEATHS EXPAND. CONTRCT. INMIG. OUTMIG

-3. 6

-1. 7

3.8
5.0

-7. 7

-10.4
15. 9

18.1

M

-16.5
-14. 3

anuf ac t ur in

1. 1

0. 1

-0. 3 .

-0. 1

METRO
RURAL

NET
CHANGE BIRTHS DEATHS EXPAND . CONTRCT . INMIG . OUTMIG ,

METRO -10.0 3.0 -11.8 9.1 -10.2 0.2 -0.2
RURAL - 5.5 3.5 -12.3 11-3 -8.1 0.4 -0.2

Other Indus t ry

METRO
RURAL

NET
CHANGE BIRTHS DEATHS EXPAND. CONTRCT. INMIG. OUTMIG

-2. 7 6. 3 -11. 3 15.0 -12. 7 0.2 -0. 2

0. 2 6. 9 -13. 7 18. 3

T

-11.4

r ade

0.5 -0.4

NET
CHANGE BIRTHS DEATHS EXPAND. CONTRCT. INMIG. OUTMIG

METRO 2. 7 10. 9 -15. 3 15. 1 -7. 9 0. 2 -0. 2

RURAL 14.

NET

14. 3 -16. 7 22.8

S

-6.4

erv ice

0. 2 -0.2

CHANGE BIRTHS DEATHS EXPAND. CONTRCT . INMIG. OUTMIG

METRO 1.6 4. 7 -7. 1 12. 6 -8.7 0. 3 -0. 3

RURAL 8. 3 9. 2 -11.2 20. 9 -10. 7 0. 2 -0.1

Total

NET
CHANGE BIRTHS DEATHS EXPAND. CONTRCT. INMIG. OUTMIG

-3.9 5.6 -11. 7 12.0 -9. 8 0. 2 -0.2
1.5 7. 3 -13.6 16. 1 -8.4 0. 3 -0.2

Source: Peter Allaman and David L. Birch, "Components of
Employment Change for Metropolitan and Rural Areas
in the United States by Industry Group, 1970-72."
Work Paper #8, Joint Center for Urban Studies of
the Massachusetts Institute of Technology and Howard
University, p. 15. Developed from Dun and Bradstreet
dat a .
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Table 3 breaks down the urban to rural shift in
terms of industrial components. It is important to note
that both urban and rural areas have had a net decrease
in manufacturing employment. This occurred because
deaths of existing manufacturing plants far exceeded
births of new firms. This observation holds true for
other industry as well, but with the major exception
that other industry employment increased due to expansion
of existing firms. The overall increases in rural job
opportunities derive from the trade and service sectors.

The ruralization of employment in the United States
is startling and important, raising critical questions
and policy issues for urban and rural vitality and wel-
fare. This urban to rural shift of employment has been
termed, rather dramatically "The industrial invasion of
nonmetropolitan America, "6 The question should be
raised whether this designation is premature. Of the
increase in rural population, five-eights was located
within a thirty-mile commuting radius of metropolitan
areas. Data, in its existing form, does not indicate
whether a similar pattern is occuring in rural employment*
If a significant proportion of new employment is within
metropolitan economic regions, this is more reflective
of continued sprawl, rather than an "invasion of rural
America.

"

Resume

This spatial reallocation of population and employment,.
in some degree unanticipated, is in progress in the
present decade between (a) geographical regions , (b)

urban and rural areas, and (c) across city size categories.
Questions of both rural and urban economic development
have typically been addressed in the context of the
circumstances and trends witnessed in the post-World War
II period. In some ways, these conditions or circumstances
have become the "conventional wisdom" of development
practitioners. Policy inevitably lags behind events.
This creates the possibility that development policies
as currently administered may be designed more for

6Gene F. Summers et. al., Industrial Invasion of Nonmetro-
politan America (Madison: Center for Applied Sociology,
University of Wisconsin, 1975) . This volume is based
rural economic development case studies, and is virtually
data free on quantification of the ruralization of employ-
ment. It accepts rather uncritically the conclusion that
present shifts constitute true ruralization,,
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problems as they were, rather than as they are or will
be in the future. The context in which economic development
questions must be addressed is changing. This will
necessitate a rethinking of development policies in both
urban and rural areas.
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MIGRATION DATA ASSEMBLED BY THI
BUREAU OF ECONOMIC ANALYSIS
by David W. Cariwright*

Social Security data have long been available for
research purposes. In 1957, the Social Security Administra-
tion began assembling the 1-percent samples of employment/
employer records that are presently referred to as "the 1-

percent annual continuous work history samples (CWHS)." The
same Social Security numbers, "scrambled" before the data
leaves Social Security, are included in the sample each
year. A quarterly work history has therefore been accumu-
lated for each individual in the sample for the years 1957
to 1972.

The Bureau of Economic Analysis (BEA) was one of the
first organizations to make systematic use of the CWHS
files. The BEA began in 1966 to acquire the samples and to
merge them to produce files for migration analysis purposes.
The files are large (approximately 1.5 million records per
year) and costly to process. The high processing costs have
hindered the use of the files by State and local agencies.
To overcome this problem, BEA has developed specialized data
files and associated tabulating systems which provide data
services to a wide variety of public and private organi-
zations.

The Economic Development Administration has consis-
tently supported the BEA's efforts to develop this unique
data source for regional analysis. The annual files have
been acquired for each year from 1957 to 1972. In addition,
preliminary first-quarter files have been acquired, through
a cooperative agreement with the Bureau of the Census, for
the years 1970 through 1973 (1974 will be available soon)

.

The first-quarter information from each file for 1960
forward has been linked to produce a 14-year work history
for each individual in the sample. Standard tabulations
which trace inmigrants to a specified area by origin and
outmigrants by destination are prepared for any pair of
years on the longitudinal file.

* Chief, Data and Systems Branch, Regional Economic Analysis
Division, Bureau of Economic Analysis.
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The Department of Housing and Urban Development has
joined EDA in supporting both the use and further develop-
ment of these data files. HUD recently sponsored (together
with the EDA, Census, the Departments of Labor, Health,
Education, and Welfare, and others) a joint effort by the
BEA and the Social Security Administration to construct data
files for migration analysis purposes from the 10-percent
CWHS files for the first quarters of 1971 and 1973. And,
HUD is currently sponsoring the development by the BEA of a
handbook for local-area planners describing the CWHS, its
availability, and its potential uses.

Use of the Files

These files can be very important for economic and
demographic research purposes. No other data source provides
comparable insight into the socio-economic structure of a
local-area workforce on a regular basis for intercensal
years.

Most data files used in economic and demographic
analysis are static, macro-data sets. They are static in
that they contain observations about the economic or demo-
graphic characteristics of a given area at a given point in
time. They are macro in that the data cells generally contain
aggregations rather than information pertaining to indivi-
dual workers of firms. Inferences are customarily made from
the observed changes in the macro data about the processes
by which the changes took place. The Social Security Con-
tinuous Work History Sample (CWHS) is, however, a micro-data
file in that it contains information for individual workers.
Direct observations can be made from this file about the
processes through which economic and demographic changes
take place.

Such processes as migration, interindustry mobility,
and employment change can be analyzed using these data.
Workers can be classified by migration status, sex, race,
age, industry of employment, and county of origin or desti-
nation. Wages can be tabulated for each class of worker,
both at the beginning and end of the time period under
study.

Description of the Files

The CWHS is a fixed-panel, nonrotating 1 -percent
sample of individuals who hold specific Social Security
numbers. Individuals are eligible for inclusion in the
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sample only if they receive ages reported under the Social
Security program during the subject year. The CWHS was
initially designed in 1940 to provide information primarily
for the administration of the Social Security program. It
is currently available in consistent form for years beginning
with 1957. A stratified type of sample design is used to
insure the presence of data for all States.

The Social Security Administration receives quarterly
reports from employers (IRS Form 941), listing the employer's
name, address, and identification number and each employee's
name, Social Security number, and taxable wages earned
during the quarter. Data from these reports are accumulated
on magnetic tape. The 1-percent sample is extracted from
this file and matched with an employee file in order to pick
up information on sex, race, and date of birth. The resultant
file is than matched to an employer file containing infor-
mation on geographic location and industrial classification.
The Social Security numbers are scrambled prior to the
release of CWHS files from SSA, in order to eliminate any
possibility of identifying individuals.

The Social Security Administration provides a more
complete description of the files for research purposes. See
"The Continuous Work History Sample" by David Hirschberg in
the May 1975 Statistical Reporter (Issue 75-11, pp. 181-
184) .

The BEA Data System

The CWHS files contain one record for each job held for
each individual in the sample. The first step in the BEA
process is to summarize the records for each individual. It
assigns the state, county, and industry codes of the employer
who paid the largest proportion of the worker's total wages
during the period. The resultant files are referred to as
major job summaries .

Two types of major job summaries are maintained: first
quarter and annual. The first quarter file contains records
for each individual in the sample who worked during the
first quarter, classified by major employer during the
quarter. Those files are the most frequently used for
migration analysis, partially because of the availability of
more recent information on a first-quarter basis.
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The major job summary files for two or more years are
linked to produce migration analysis files. Two of the more
commonly used files are 1960-65-70, and 1967-70-73. The
first-quarter files for each year from 1960 forward have
been linked to produce a longitudinal file which forms a
basis for such studies as analysis of repeat or return
migration patterns. Tabulation systems are being designed
for use with the longitudinal file.

If for any time period, all possible cross-classifi-
cations of individuals in the sample were to be examined by
their migration status and demographic characteristics, many
millions of items of data would be created. For example,
cross-classifying inter-county migration yields a potential
10,240,000 records (3200 X 3200 counties); further cross-
classifying the data by sex and race (4 classes) and 9

industry division classes would yield a potential 368,640,000
records (36 X 10,240,000). Because of the massive nature of
these files, the BEA has prepared no magnetic tapes or
printed tabulations listing this information. Instead,
special computer techniques and data retrieval routines have
been designed to permit ready tabulation of specific types
of information.

Ten-percent Samples

At annual meetings of users of the Social Security
Administration's Continuous Work History Sample, many
analysts, including economists from Census, Oak Ridge, Rand
Corporation, TVA, and numerous academic groups, expressed
interest in a 10-percent sample of the Social Security
covered work force. These users realize that the 1-percent
CWHS has important limitations in the study of small SMSA's
and rural areas. A 10-percent sample, although not com-
pletely adequate in all respects, would go a long way to
meet pressing needs.

The initial impetus for the development of a 10-percent
file came from OMB as a result of urgent needs for inter-
censal population estimates for revenue sharing and other
programs.

The development of 10-percent CWHS migration analysis
files for the first quarters of 1971 and 1973 entailed
processing the samples by Social Security and forwarding
them to BEA, where they were summarized by major job and
linked. Four subfiles were established: nonmigrants (same
county) ; inmigrants (sorted by 1973 State and county)

;

outmigrants (sorted by 1971 State and county) ; and entrants
(did not work in covered workforce in 1971) or exits (did
not work in covered workforce in 1973)

.
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Each of these subfiles was summarized: by State and
county, sex, race, and age; by State and county, sex, race,
and industry; and by State and county, sex, race, and wage
class. A number of standard tabulations for counties or
groups of counties can be prepared from these summary files.
Other summaries can be produced as needed.

The BEA has agreed to implement a number of precautions
to avoid disclosure of confidential information pertaining
to individuals or firms. Social Security numbers are
"scrambled" by SSA prior to release. The records for
individuals are still, however, treated confidentially and
may not be released to other users.

A second precaution is to subject the summary files to
a procedure which randomly rounds each one- or two-person
cell to either zero or three. This procedure may cause some
significant distortions in the data for small counties.
Table 1 demonstrates, however, that it has relatively small
effect on the summary information for States.

The third precaution is to suppress the same industrial
detail as is suppressed in the Census Bureau's County
Business Pattern publications. Records for these industries
are recoded to the "unclassified industry" category.

Some preliminary comparisons have been made between
these 10-percent data and other data sources, including the
1-percent CWHS, County Business Patterns (CBP) , and the
Unemployment Insurance data (UI) . The results of this
comparison for the three test States of New York, Tennessee,
and Mississippi are presented in Table 2.

A consistent pattern is evident among the four series
in the number of workers for the three States. UI (excluding
government workers) registers fewer workers than CBP, the
10 -percent CWHS significantly greater than CBP, and the 1"

percent CWHS even higher than the 10- percent particularly
for 1971. The UI data shown is an annual average of monthly
data, whereas the CBP is a measure of workers as of the pay
period which includes March 12, and the CWHS is a measure of
anyone who worked in covered employment in that State during
the first quarter. The 10-percent CWHS for 1971 and both
CWHS files for 1973 are preliminary first-quarter files.
Additional records are posted to the files before the final
CWHS file (source of the 1- percent 1971 estimate) is produced

The aggregate wages shown for UI are annual wages
(excluding government), whereas, the CBP estimate is taxable
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first-quarter wages at an annual rate and the CWHS is first-
quarter wages at an annual rate for all workers covered by
Social Security. Additional comparability testing is
planned, particularly between the two CWHS files.

Commuting Data

A modified version of the Census Bureau's address
reference file was used by the SSA to assign State and
county of residence to the 1972 annual 1-percent file.
Approximately 70 percent of the workers in the sample were
coded by county of residence.

BEA is currently tabulating 1972 commuting flows around
several of the largest SMSA's. The results will be analyzed
to determine the geographic levels and sex, race, age,
income, or industrial detail for which the annual CWHS file
could be used to provide reliable intercensal commuting
estimates.

Handbook

The emergence of a 10-percent sample, the addition of
residence coding to the annual 1-percent files, and the
recent completion of research on the relationship between
Census and CWHS migration estimates has led HUD to sponsor
the development of a handbook for local-area planners. The
handbook is being developed by BEA, with the cooperation of
the Social Security Administration. It will describe the
CWHS data, the BEA system for handling that data, the
limitations of the data and some of the uses to which it has
or could be applied.

An advisory committee has been formed. It is composed
of representatives of State and local planning and research
agencies, as well as representatives of other Federal agencies.
The committee met in September to review a detailed working
outline of the handbook, and preliminary research work is now
underway. The handbook is scheduled for completion by June
30, 1976.

Conclusion

The CWHS files have a number of limitations. Included
are inadequate sample size, incomplete coverage of the
workforce, lack of timeliness for some purposes, and report-
ing errors. No other data source, however, can provide
comparable longitudinal information at the micro level, i.e.,
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Table 1

Average Percentage Differences Attributable to

Random Rounding Procedure for Three Test
States (New York, Tennessee, Mississippi)

MALES

Number
workers

1971
mean wages

1973
mean wages

Initial covered work
force .156

Inmigrants . 897
Outmigrants 1 . 135
Nonmigrants . 135
Entrants . 395
Exits .291

Final covered work
force .183

.072

.204

.361

.080

.093

.448

.178

.043

.255

.097

FEMALES

Number
workers

1971
mean wages

1973
mean wages

Initial covered work
force .190

Inmigrants 1 . 186

Outmigrants 1 . 385

Nonmigrants .253

Entrants . 05 7

Exits .507

Final covered work
force .135

.077

1.261
.856

.125

.172

.955

.413

.064

.109

.019
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Table 2 - Comparison of U.I., C.B.P., CWHS-10% and CWHS-1%

1971 1973 Percent change

NEW YORK

Number of
workers

CBP 1/
UI 2/

CWHS-10% 3/
CWHS-1% k_l

Aggregate wages
(millions of $)

CBP 5/
UI 6/

CWHS-10% ]_l

CWHS-1% 1J

Mean wages
CBP
UI

CWHS-10%
CWHS-1%

5,854,253
5,592,243
6,922,750
7 ,213,100

5,885,169
5,758,541
6,758,100
6 ,785 ,200

46,,178 53..414
48.,721 56,,224
52,,191 60.,843
55

:

,123 61
;
,211

$7
:

,888 $9 ,076
8, , 712 9 ,764
7 ,539 9 ,003
7 ,642 9 ,008

.5

3.0
-2.4
-5.9

15, 7

15, 4

16.,6

11..0

15 ,1

12,,1

19 .4

17 .9

MISSISSIPPI

Number of
workers

CBP 1/
UI 2/

CWHS-10% 3/
CWHS-1% 4/

Aggregate wages
(millions of $

)

CBP 5/
UI 6/

CWHS-10% l_l

CWHS-1% 2/

Mean wages
CBP
UI

CWHS-10%
CWHS-1%

440,512
402 , 919
553,220
582,100

2,233
2,372
2,601
2,746

5,068
5,886
4, 702
4,718

516 ,161
524,699
603,560
611,600

3 ,000
3,366
3,298
3,345

5,812
6,414
5,465
5,469

17. 2

30.2
9. 1

5.1

34.

41.

26.

21.

14. 7

15.9

TENNESSEE

Number of
workers

CBP 1/
UI 2/

CWHS-10% 3/
CWHS-10% 4/

Aggregate wages
(mil lions of $ )

CBP 5/ . . .
.".

UI 6/
CWHS-10% l_l

CWHS-1% ]_/

Mean wages
CBP
UI

CWHS-10%
CWHS-1%

1,084,807
974,820

1,273,140
1, 329,000

1, 231,183
1,237 ,908
1,348,500
1,356,500

6,370 8,229
6,435 8,825
7,146 8,647
7 ,504 8,775

5,872 6,684
6,602 7,129
5,613 6,412
5,646 6,469

13.5
27.0
5. 9

2. 1

29.2
37.1
21.
16.9

13.8
8.0

14.2
14. 6

1/ Pay period including March 12.
1/ Annual average, excluding government.
3/ Preliminary first-quarter file for 1971 and 1973.

Anyone working in covered employment during first quarter.
4/ Final first-quarter file for 1971, preliminary for 1973.
"5/ Taxable first-quarter wages at an annual rate,
t)/ Annual wages, excluding government.
7/ Estimated first-quarter wages at an annual rate for

workers covered by Social Security (including
government)

.
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the ability to trace workers from job to job and from county
to county over an extended period of time. Accordingly, the
CWHS provides data that are unique, essential, and available
from no other source.

CWHS data have been used extensively in EDA-sponsored
research projects. They have also been utilized for policy-
oriented research by the Washington and the regional EDA
offices. They have been useful in analyzing both the
workforce structure and the dynamics of potential develop-
ment areas. An analysis of the sex, race, age, industry,
income, and past mobility characteristics of workers who
are leaving a faltering regional economy may be a signi-
ficant element in the design of an effective development
program for that region. The data have also been useful in
monitoring the results of development programs.

The only comparable source of workforce structure and
mobility data is that from the decennial censuses. The
further into the decade we get, however, the more current
CWHS data take on added importance. It is expected that
with the many new development efforts by both the BEA and
the SSA to improve the coverage and reliability of the data,
and with continued EDA-BEA cooperation, these data will
become increasingly useful to the EDA programs in the years
ahead.
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HUMAN RESOURCES INFORMATION
SYSTEMS FOR REGIONAL ECONOMIC
DEVELOPMENT
by Paul V. Braden*

Introduction

One important long-run consideration for regional
economic development is to ensure that our labor market
policies are designed to prepare individuals for a changing,
complex, technologically advanced economy. It is equally
important that current programs have enough flexibility to
facilitate adequate response to changing problems and
conditions. In this regard, we must continuously strengthen
our data gathering and analysis capability so that infor-
mation will be available to policy makers and program
operators, both national and local, that they may be better
able to recognize and respond to changing labor market cir-
cumstances.

Only in recent years has there been any concerted
effort to refine techniques for gathering, analyzing, and
disseminating regional economic data and much remains to be
accomplished. This is particularly true for data dealing
with local labor markets. According to Dr. Francis Tuttle,
who directs public vocational education in Oklahoma, "this
information must be current, accurate, available, and in a
form which is understandable and acceptable. The information
must be combined, molded, and mixed in ways which are
meaningful. The information must be packaged so its appli-
cation to immediate problems is readily apparent ."

1

In order to have data which meets these requirements,
information systems must be designed to respond to two
fundamental yet interdependent needs of agencies concerned
with human resource development. The first is the need

*Economist-Manpower Analyst, Office of Economic Research

-"-Tuttle, Francis and Alexander, Arch B. , "The Impact of
Vocational and Technical Education on Manpower and Economic
Development," a paper prepared for the Economic Development
Administration, ' U. S. Department of Commerce, Washington, D. C.

,

January 1976.
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for data on which planners may base decisions to facilitate
changes in human resource development plans. The changes
affected require manifestation not merely in planning
documents but, more essentially, in new patterns of train-
ing program offerings and enrollments which more closely
approximate alignment with both the needs of individuals
and the needs of the economy as a whole.

The need for a systematic and continuous information
basis for making rational program decisions is seen to be
interdependent with a second need. This second need is for
socio-political support of sufficient quality to sustain
the hard decisions which the information may suggest as
necessary if a truly relevant mix of training programs is
to be implemented. The coordinated support of representa-
tive branches of government, business and industry, labor,
and client groups is required to provide financing and
support personnel for the implementaion of the system and
also to gain maximum cooperation in changing the occupational
program and enrollment mix. The shared responsibility for
cooperative decision-making to induce change must be
supported by the provision of a common, updated, and
systematic information base.

A Prototype System

One human resources information system was developed
in 1968 which focused specifically on regional economic
development problems. This system is called the Occupa-
tional Training Information System or OTIS. Although OTIS
has many shortcomings, its strengths have been sufficient
to bring about adaptation and installation in several
States. This paper will utilize the OTIS experience as an
example to highlight the relationship between data needs of
policy makers and the effective implementation of policy.

Overall Objectives of OTIS

(1) To provide a central source of information which
responds directly to the identified data requirements of
interagency- based human resource decision-makers which will
facilitate goal setting and resource allocation decisions
leading to a more effective and efficient training program
mix.

(2) To provide net human resource requirements and
related information which, when utilized for program
planning purposes, will enhance the probable labor market
success of program graduates and dropouts.
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(3) Provide an information gathering capability for
identifying those persons, particularly the less-advantaged,
who might benefit from human resources training programs.

(4) Provide occupational analysis information which,
when combined with information on trainee aptitudes,
attitudes and career goals, can support qualitative program
changes.

(5) Provide information to assist human resource
decision-makers with meeting accountability requirements to
legislatures, advisory groups, and various boards.

(6) Provide information for routine reporting to
State, Regional and Federal agencies such as the U.S.
Office of Education, and the U.S. Departments of Commerce
and Labor, and

(7) Provide information for facilitating the selec-
tion of human resource development strategies which will
facilitate local, State, regional, and national economic
development policy.

The expected outcomes from such a system would include
more accountable management and planning of human resource
programs. This would be indicated by an increase in data
supported decision-making, improved inter-agency coopera-
tion, better coordinated programs, more appropriately
trained human resources available at the right time, better
satisfied program clients, and a generally more rational
formulation of human resource policy accompanied by greater
articulation of this policy with economic development
policy.

OTIS System Concept . The updated OTIS system concept
envisions eleven information components and several levels
of analysis. The center analysis served by OTIS is the
interface of labor supply, as adjusted by follow-up infor-
mation, and labor demand so as to yield net human resources
requirements. Net human resources requirements, combined
with information on underdeveloped human resources (UHR)
and socio-economic characteristics provide the needs
information required for goal-identification.
Problems and opportunities information required for setting

2
The utilization of Needs, Problems, and Opportunities data
in the formulation of Goals and Objectives is suggested by
the CIPP Evaluation model.

See: Daniel L. Stufflebeam, et al., Educational Evaluation
Decision Making . Chicago: Peacock Press, 1971.
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quantitative program objectives is identified partially
through information on available training resources, train-
ing program characteristics, and training program costs.
This information, combined with follow-up information,
provides' a basis for cost-effectiveness evaluation.
Qualitative adjustment of training programs is facilitated
by occupational analysis information.

In addition to serving State manpower planning deci-
sions, including the determination of goals and objectives
and the selection from among alternative resource alloca-
tion strategies, OTIS is designed also to serve training
implementation decisions of local manpower developers as
well as economic development policy decisions (which require
information from other systems)

.

The OTIS conceptual design has never been fully
implemented in any one State although several have utilized
a variation tailored to their own needs. Most of the
States utilizing the OTIS design have concentrated in the
area of human resources or labor demand, labor supply and
various follow-up systems. It is in the area of labor
demand assessment that methodology varies the most.
Therefore, this paper will devote further attention to the
development and current efforts in this area.

3

The Demand Component

Valid and reliable information on current and projected
labor demand is in critical need at the local labor market
level. Conclusive statements as to the best methodology
for obtaining this data are difficult to make at this time.
A brief review of the labor demand area is helpful at this
point.

Preceding the development of OTIS in 1968, the U. S.

Department of Labor had made a considered judgment to
abandon the so-called area skill survey approach substitu-
ting the industry-occupation matrix approach to deriving
labor demand projections. However, to the potential user
of these data it was a difficult choice. Specifically,
should they wait for a system which promised improved data
but was experiencing the usual number of developmental
problems or continue to generate data with the area skill
survey approach? Basically, the area skill survey approach
stressed obtaining labor forecasts directly from area

3 . .Appendix A is devoted to the historical development of
OTIS in order to provide additional insight into how
such systems might be initiated.
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employers while the industry-occupation matrix stressed
industry trend data in determining labor demand. The
individual firm's occupational profile was provided in an
industry-occupation matrix through the Occupational Employ-
ment Statistics (OES) program.

The demand subsystem or component of OTIS was particu-
larly attractive to many since it emphasized personal
contact between manufacturing employers and data collectors
in order to help assure that: (1) employers give "reliable"
employment demand forecasts, (2) rapport was established
among the public and private sector organizations involved
and, (3) data was collected which had local applicability.
Because of this felt need to involve data users in the data
collection process to create built-in support for sub-
sequent decision-making, literally hundreds of vocational
teachers, counselors, chamber officials, etc., were utilized
in census style area skill survey data collection efforts
in Oklahoma, Kentucky and Tennessee. Some of these efforts
have been discussed in great detail in the EDA evaluation
of OTIS.

Attempts were made to create a merger or to combine
the area skill survey and Occupational Employment Statistics
(OES) methodologies. Specifically, in Kentucky and Tennessee
forms similar to OES were utilized for data collection
purposes. However, rather than limiting the request for
data on present employment, additional information was
sought on anticipated labor needs for the subsequent one-
and two-year periods. No official action was taken to
pursue this strategy.

Although the EDA evaluation of the OTIS approach to
labor demand assessment pointed to many advantages, e.g.,
the involvement of key local persons and high data utiliza-
tion, several limitations were identified. The limitations
of demand component methodology utilized by OTIS as attested
to by the EDA evaluation study are:

1. Personal Interviews are Relatively Expensive — It
costs more to collect data using the personal interview
approach than by utilizing mail surveys and limiting
personal interviews to special cases. If costs are measured
directly in terms of the collection effort, there appears

4Macro Systems, Inc., Evaluation of the Occupational Training
Information System (OTIS) . Prepared for the Economic
Development Administration, U. S. Department of Commerce,
May .1974.

38



to be a higher cost for the OTIS approach. This is par-
ticularly so if the released time of data collectors is
included in cost calculations/ e.g., the cost of a voca-
tional teachers released time to collect data. However,
the problem of data utilization is critical and we must not
overlook the fact that data collected inexpensively but not
utilized for decision-making is perhaps more costly in the
last analysis.

2. Demand Data Accuracy Varies -- Both the Oklahoma
and Kentucky initial manpower projections were re-surveyed
and the findings indicated by the EDA evaluation study are:

A. Increased rapport was established in many
instances between employers and data users.

B. Forecast accuracy varied widely among
employers resulting in an understatement
of demand in Oklahoma and an overstatement
in Kentucky.

C. Forecast accuracy was not influenced
substantially by type of forecast or
employment size.

D. Significant variations in accuracy by
industry did not occur.

E. Accuracy of the occupational forecast
varied by region.

F. Occupational clustering did not improve
forecast accuracy significantly.

These results according to the EDA evaluation confirm
other studies which influenced the Department of Labor's
initial decision to attempt the industry-occupation matrix
approach. ->

^See: (1) John Fletcher Wellimyer Associates, An Appraisal
of Area Skill Surveys in Battle Creek, Michigan, and
Trenton, New Jersey, November 1965, Washington, D. C;
(2) Chernick, Jack, Manpower Forecasting Through the
Occupational Needs Survey , Institute of Management and
Labor Relations, Rutgers--The State University;
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3. Dedication of the Data Collector — Most data
collectors were careful to observe the instructions
provided at structured workshop sessions. However, a few
neglected their assignment, further clouding the accuracy
of the manpower forecast.

4

.

OTIS Style Data Collection Efforts are Large
Undertakings — The OTIS area skill survey approach
required the services of several hundred data collectors
screened primarily for their potential as a future data
user, e.g. vocational teachers, vocational counselors,
industrial coordinators, planners, etc. The logistics of
such an undertaking are large and complex. Jurisdictions
vary, and the interagency involvements required are new
and threatening to most. In short, new avenues of com-
munications which must be created, in turn, generate a
new set of problems.

The most positive aspect of the OTIS demand component,
according to the EDA evaluation, was the rapport established
between data users and employers and the high utilization
of the data to bring about training program changes. Data
alone is not sufficient to bring about policy changes.
There must be a change in curriculum and enrollment patterns,
The content for the curricular changes can be obtained
from employers once sufficient rapport is established. The
effort to obtain detailed employer data is called occupa-
tional analysis.

The occupational analysis area is worthy of further
discussion since we find here the opportunity for rapport
building using a systematic micro planning process. If
macro level planning is defined as assisting in the

5(3) Hartle, Douglas G. , Canadian Employer Forecast Survey ,

Canadian Studies in Economics, University of Toronto
Press, 1962; (4) Moser, Collettee H. , An Evaluation of
Area Skill Surveys as a Basis for Manpower Policies , an
unpublished doctoral dissertation at the University of
Wisconsin, 1971; (5) Labor Market Information and
the Federal-State Employment Service System , Report by
the Advisory Committee on Research to the U. S. Employ-
ment Service, U. S. Department of Labor, Washington, D. C;
and (6) Kidder, David E., Review and Synthesis of Research
on Manpower Forecasting for Vocational Education , The
Center for Vocational and Technical Education, The Ohio
State University, Columbus, Ohio.

"Braden, Paul V., and Paul, Krishan K. , Occupational
Analysis of Educational Planning , Charles E. Merrill
Publishing Company, Columbus, Ohio 1975.
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identification of total human resources requirements with a
strategy for implementation, the steps involved would make
sense to individuals at the policy-making level but fall
short in satisfying local program directors, teachers,
instructors, and trainers who need information relative to
course content.

The planning steps at the micro or local program level
should be directed to occupational instruction. The object
of occupational instruction is to give the learner the
capability of performing satisfactorily on the job and
improving his competence through further practice. It is
necessary to know the content, the knowledge requirements,
and the skill requirements to perform each of the tasks
involved in the job, and the learner should be provided
practice in performing tasks under realistic job-like
conditions.

Summary and Recommendations

There is a need to provide policy makers with appro-
priate data in order to ensure that labor market policies
are designed to prepare individuals for a changing, complex
and technologically advanced economy. If this can be done
efficiently and effectively, this information can con-
tribute to regional economic growth and the economic and
social welfare of individuals.

By and large, local, State, and regional human resource
development agencies have not mounted coordinated programs
which are both responsive to the needs, interests and
aspirations of individuals and effectively targeted on
developing human resources so as to be in closer alignment
with the needs of society and the economy.

Past experience indicates that the assessment of both
labor supply and demand is in need of further development.
However, labor demand was given special attention in this
paper and consequently most of the recommendations are in
this area. Specifically, it is recommended that:

1. The Occupational Employment Statistics program
(OES) should be given a full trial as a primary input into
the system to provide labor demand projections. This is a
major effort involving more than half the States and
warrants a high degree of cooperation.
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2. The development and testing of OTIS-type systems
should be continued with emphasis on both labor supply and
demand problems. There are many methodological problems
to be solved but the best data possible must be provided
during the development of new methodologies.

3. As recommended in the EDA evaluation, the OTIS
rapport building 'strategy should be employed primarily
after the fact of labor demand forecasting. This arrange-
ment would shift resources to a host of activities such as
occupational analysis and data verification of labor
demand forecasts obtained through other methods, identifica-
tion of current vacancies, and advisory committee liaison
efforts.
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APPENDIX A

HISTORICAL DEVELOPMENT OF OTIS

The key to the development and utilization of OTIS i

Oklahoma was the willing cooperation of all major manpowe
related organizations which provided data and which were
the major users of such data. In the spring of 1968, the
Research Division of Oklahoma's Industrial Development ar
Park Department approached Oklahoma State University's
Manpower Research and Training Center about undertaking s

Statewide human resources information system to assist ir

the development of a skilled labor force as an integral
part of Oklahoma's strategy for economic development.
Because, (1) this was a manifest interest at the top leve
of State Government, (2) the writer and Dr. Maurice Roney
recently completed a comprehensive study on Oklahoma's ma
power supply,' (3) Dr. Francis Tuttle, Director of Vocati
and Technical Education, and Mr. Will Boman of the Oklahc
Employment Service were "ready" for such an undertaking,
and (4) Dr. John Shearer, Director of Oklahoma State
University's USDL funded Manpower Research and Training
Center, was ready to provide vital resources, the opporti
was presented to develop a more comprehensive and integre
information system for human resource planning.

The power of the OTIS concept to support and stimulc
interagency cooperation is highlighted in the development
of the OTIS system in Oklahoma. After discussions with
the State Department of Vocational and Technical Educatic
and the Oklahoma Employment Security Commission in July
1968, the University secured preliminary funding for the
project from the former and from the Industrial Developme
and Park Department. While still in the early planning
stages, University personnel solicited the views and supp
of the variety of agencies soon to be represented on the
Advisory Committee. Notable among the Advisory Committee
was Oklahoma's newly formed Association of Private School

As soon as appropriate, the Advisory Committee begar
periodic meetings in which policy matters were vigorously
discussed and through which doors were opened and active
cooperation and participation were assured. The various

/'Braden, Paul V. and Maurice W. Roney, Occupational Educe
Beyond the High School in Oklahoma: An~Analytical Study
With Recommendations for a Statewide System for Manpower
Development . (Stillwater. Oklahoma: Oklahoma State
University, January 1968.)
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agency representatives who comprise the Advisory Committee
determined that existing data, however inadequate, should
be pulled together so that the system could be more quickly
rendered operational and- also that the areas of greatest
need for innovation and original data collection for OTIS
could be more accurately determined. The first OTIS report
(the Cycle I Report), 8 drew mainly on the supply data already
collected by the University and on demand data collected
by the Oklahoma Employment Security Commission in 1967.
In March 1969, funding for the full development of OTIS,
incorporating the continual collection of new and improved
data, was obtained by the University from the State
Department of Vocational and Technical Education, Manpower
Administration, U. S. Department of Labor, and the Ozarks
Regional Commission.

In January 1970, the Cycle II Report was published.

9

This report incorporated the new data generated by OTIS.
On February 1,197 0, by vote of the Advisory Committee,
operating responsibility was transferred from the University's
Manpower Research and Training Center to the State
Department of Vocational and Technical Education. The
final report of the University's direct responsibility was
made in July 1970.1° The first Cycle Report (the Cycle III
Report) by the Oklahoma State Department of Vocational
and Technical Education, was published in January 1971.

H

Subsequently, they published the Cycle VII Report in 1975.

gBraden, Paul V., Harris, James L. and Paul, Krishan K.

,

Occupational Training Information System (OTIS) , Cycle I

Report , (Stillwater, Oklahoma: The Research Foundation,
Oklahoma State University, January 1969)

.

^Braden, Paul V., Harris, James L. and Paul, Krishan K.

,

Occupational Training Information System (OTIS) Cycle II
Report , (Stillwater, Oklahoma: The Research Foundation,
of Oklahoma State University, January 1969)

.

Braden, Paul V. et al., Occupational Training Information
System (OTIS) Final Report , (Stillwater, Oklanoma: Tne
Research Foundation, Oklahoma State University, July 1970)

'--'-Stevenson, William W. and James L. Harris, Cycle Three
Report Occupational Training Information System , (Division
of Research, Planning and Evaluation: Oklahoma State
Department of Vocational and Technical Education,
January 31, 1971)

.
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EDA'S INDUSTRIAL LOCATION PLANNING
SYSTEM
by Wayne C. McCreedy*

Introduction

The success of local area efforts to attain more
balanced economic growth and development frequently
depends on the ability to identify and attract those
industries with locational requirements compatible with
the area's resources. Knowledge of industry location
determinants is essential to guide area planners in a more
rational search for specific industries and to plan for
industrial development. One effort undertaken by the
Economic Development Administration (EDA) to carry out its
mandate to assist the nation's underdeveloped and declin-
ing areas in the development of their economic resources
and potentials has been the creation, in conjunction with
a private consulting firm, of a computerized Industrial
Location Planning System (ILPS) . ILSP matches the demand
for, and supply of, locational factors as perceived by
industries and as reported by EDA-designated areas (the
growth centers of the largest towns in economic develop-
ment districts or redevelopment areas, Indian reservations,
and areas affected by military base closings.)

The Industrial Location Planning System provides
these areas with information on compatible manufacturing
industries; and assists them in evaluating the potential
impact of infrastructure investment which may be required
to make their areas attractive for additional industries.
ILPS can also be used within EDA as one measure in evaluating
requests for public assistance. For manufacturing firms,
this industrial location program is offered as a method of
selecting new plant locations in EDA-designated areas
which match their unique locational requirements.

*Economist, Industry Studies Division, Office of Planning
and Program Support. The author wishes to acknowledge
the assistance of Dr. Philip Marcus for his review and
helpful comments on the draft of this article. Dr. Marcus,
formerly of EDA's Industry Studies Division was one of
the principals in the initiation of this study.
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Data Sources

The information on industrial location determinants
and existing plant characteristics was obtained through
a survey conducted for EDA in 1971 by the Bureau of the
Census. Manufacturing industries which had demonstrated
reasonable growth between 1958 and 1967, or which appeared
to have good growth prospects in 197 0, were included in
the survey. These industries were identified by their
Standard Industrial Classification (SIC) and the Bureau of
the Census 5-digit product class code number. Within
these classifications, plants which (1) were primarily
engaged in the production of the growth product classes
(represented by 50 percent or more of the total value of
shipments of the plant) , and (2) had 100 or more employees
were included. Manufacturing activities which are not
eligible to receive assistance from EDA to locate in
designated areas (e.g., apparel manufacturing) were
excluded from the scope of the survey.

To identify the locational and operating charac-
teristics of plants in operation in 1970, individual plant
reports were requested on Form ED-707A: Survey of Manu-
facturing Plant Characteristics. The industrial location
needs of companies contemplating expansion or construction
of new facilities during 1971-1975 were to be reported on
Form ED-707B: Survey of Industrial Location Determinants.
A total of 2,950 companies and 5,500 establishments in 254
product classes were selected as the mailing panel for the
survey. Of these, useable responses were received for 223
product classes and were incorporated into ILPS.

Data on the availability of resources in EDA-designated
areas were obtained, and are regularly updated, through a
community questionnaire developed by EDA.

Industry-Community Match

An automated cross-reference system, based upon Form
ED-707B: Survey of Industrial Location Determinants, was
developed to compare the industry and community data.

There were a number of industrial location factors,
such as the "soil load-bearing capability" of plant sites
or the "locational objectives" to be achieved (e.g., to
minimize the competition from other plants for labor)

,

which were not "matchable" with the community data collected,
Once the compatible industries or communities have been
identified, however, each firm or community can determine
whether these non-matchable requirements have also been
satisfied.
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Factor analysis originally was to be used as an .

in developing selection criteria for the generation o
industry profiles (sets of locational requirements)

.

analytical technique has the capability of identifying
groups or sets of requirements and their relative deg:

of association. Technical problems, however, involvi:
the interplay between existing computer programs and
form of the survey data ruled out use of this techniq
a viable analytical approach.

As an alternative to factor analysis, twenty-sev
different requirement selection and weighting combina
were developed and tested to select and evaluate whic!
locational preference items from the industry survey
responses should constitute the appropriate industry
profile to match against the available community data
Two selection criterion were decided upon: (1) that
percent or more of the firms in a product class must !

selected the variable as a requirement; or (2) that tl

percentage of firms in the product class selecting th«

variable must be at least two times greater than the
percentage of firms in all the industries surveyed th.

considered the variable a requirement. This second
criterion, a relative parameter, was included in an
attempt to take into account factors that, because of
low response rate, apparently were not important to a
particular industry, but, when compared to the demand
that requirement by all the other industries, perhaps
deserved greater consideration.

The weight given to a particular requirement was
determined by two variables: (1) its importance rati]
based upon responses to Form ED-707B, whether of crit.
significant, or average value (in those cases where n<

importance rating was assigned to an item on the ques
naire it was rated as average) ; and (2) the percentag<
firms in the product class for which the item is a re<
ment. For example, if "scheduled air freight service
selected by sixty percent of the firms in a product c.

as of critical importance, it would be given a higher
weight (point score) than "solid waste disposal," sel<
by only forty percent of the firms as of significant
importance. The total possible point score for an indi
therefore, is the sum of the weights given to the spe<
requirements in its industry profile.

When the resources available in a community fulf:
an industry requirement it is given the point score a:

to that requirement. The sum of the points received ]

community for those requirements it fulfills is its p<

score for that particular product class.
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Utilization

In 1973 EDA published two statistical summaries of
the data collected by the Bureau of the Census. The
Industrial Location Determinants, 1971-1975 handbook
summarizes the responses of 2,616 firms to Form ED-707B,
and Manufacturing Plant Characteristics, 1970 contains the
responses of 3,633 manufacturing plants to Form ED-707A.
A computer tape containing the data in the publications -as

well as related 1967 Census of Manufacturers summary
statistics of plants in each of the product classes, e.g.,
number of employees, wages, value of shipments, capital
expenditures, etc. (generally referred to as Table 8

data) , has also been made available through the National
Technical Information Service (NTIS)

.

The initial distribution and use of the publications
have resulted in a growing demand for, and analysis of,
the data, particularly on the part of State and local
development planners. The Florida Department of Commerce,
for example, incorporated the data into a recently developed
Public Investment Model for the State of Florida. Summary
statistics on delivery schedules and modes of transporta-
tion used by industrial establishments have been included
in feasibility studies produced by the State of Nebraska.
And, the University of Tennessee has used the data as part
of a study to ascertain the community determinants of
industrial location for the State of Tennessee.

While the statistical summaries have been of con-
siderable value, the primary purpose for developing ILPS
was to identify for each EDA-designated area the manufactur-
ing industries, based upon compatibility of needs and
available resources, most likely to locate new establish-
ments within geographic areas possessing attributes similar
to their own. This has been completed for, and provided
to, more than 450 areas. Although it is still too early
to determine the degree of success of ILPS, at a minimum,
however, it is clear that it can at least assist these
areas by providing them with greater direction in their
effort to identify and attract candidate firms.

Even though the existence of the Industrial Location
Planning System has not been widely publicized, many
manufacturing firms have obtained pertinent information on
EDA-designated areas. In at least one instance a firm
established a new plant in an area identified by EDA as
compatible with its requirements.
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Two separate but related products have resulted from
EDA's industrial location planning effort/ Growth and Labor
Characteristics of Manufacturing Industries and Urban
Business Profiles , both published in 1972. The Growth
and Labor Characteristics study lists 411 manufacturing
industries ranked by growth trends, including changes in
total employment (1953-1967), value added (1958-1967),
capital formation (1963-1967), and value of shipments
(1964/65-1967/68). Supporting information on trends in
labor characteristics such as average wage rates, percen-
tage of blue collar workers, and labor intensity is also
provided.

The Urban Business Profiles series, completed with
the cooperation of the Commerce Department's Office of
Minority Business Enterprise, present business profiles
for 18 urban-oriented industries. Each profile is intended
to provide a prospective entrepreneur with sufficient
information about the nature of the business, the capital
and labor requirements of the industry, the nature of the
competition, and some general problems inherent to the
business.

Current Developments

A recent examination of 1972 Census of Manufacturers
data indicated that many of the product classes included
in the 1971 survey have subsequently shown a decline in
value of shipments, total employment, etc. On the other
hand, many new product classes surfaced as growth areas.
In an effort to update and improve ILPS, plans are being
made for a new industry survey, albeit on a much smaller
scale, to be conducted by the Bureau of Census.

The leading 100 growth industries (4-digit SIC) were
identified by EDA for the period 1967-1972, based upon
such indicators as the change in value of shipments, total
employment, and the number of establishments. From this
list of growth industries approximately 75 5-digit product
classes, all of which demonstrated at least a 50 percent
increase in value of shipments as well as an absolute
increase in total employment between 1967-1972, were
selected for a new survey. Of these 75 product classes,
only 27 were included in the 1971 survey.

Among the alternatives to the format used for the
1971 effort, which surveyed all 254 product classes at one
time, consideration is being given to the possibility of
conducting a series of surveys, perhaps quarterly, each
one covering a smaller number of product classes. Addi-
tional changes may include revisions of the ED-707A and
ED-707B forms to include questions on industrial energy
requirements as well as regional differences in locational
determinants

.
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Title: Economic Development Through State Planning

Grantee: American Institute of Planners

Duration: July 1975 to July 1976

Subject : The legislative mandate to decentralize Federal
program activities has raised the level of concern over
the need to strengthen State and local governments' cap-
abilities to handle existing and planned programs and to
adapt to the new inter-governmental relationships they
require. At EDA, this concern is reflected in increased
funding of State and local economic planning under Section
302 of the 1974 Amendment to the Public Works and Economic
Development Act. This study was undertaken to survey and
assess the present patterns and problems of State economic
development planning activities. The focus is on the role
of economic development in State and local government
operations and its relationship to each of the functional
elements of State planning.

The procedure undertaken was to develop and evaluate a
survey questionnaire to be sent to planning and economic
development agencies in all 50 States.

This initial survey is to be followed by field visits to
five or six selected States for intensive interviewing and
testing. A national symposium will then be convened to
test the basic findings of the survey and interviews.

Product : The final report assessing the political, institu-
tional, and technical aspects of State economic develop-
ment planning will be based on the findings of the survey
and field interviews. It will also reflect the guidance
of a nationally prominent review panel and a symposium
scheduled for April or May 1976. The findings of this
research effort will also be widely disseminated through

,

publications in the "AIP Journal," "Planner's Notebook,"
and several other professional journals.

Uses/Users

;

This assessment and the expected policy and
program recommendations that will evolve will be of keen
interest not only to EDA economic development planners and
their counterparts at the State and local level but also
to a host of national organizations of States representing
both a wide range of executive and legislative leadership.
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Title: A Preliminary Review of Current Practices and
Trends in Rural Telecommunication Development
and Recommendations for Future Development

Contractor: Cablecommunications Resource Center

Duration: July 1975 to September 1975

Subject : The primary goal of this review was to identify
various opinions, demonstrations, programs and proposed
pilot projects which indicate whether telecommunications
technology can create significant impacts upon rural living
conditions. The review offered insights into: (1) the type
of potential impacts that telecommunications technology is
expected to create in rural areas; (2) the range of present
institutional and Federal interest and involvement in these
areas; (3) the major needs of rural areas; (4) significant
pieces of proposed legislation and official Federal agency
mandates which can influence the implementation of tele-
communications in rural areas; (5) the thinking of "informed
experts" on the issue of telecommunications' potential
impact upon rural development; and (6) tangible recom-
mendations that can possibly accelerate the integration of
telecommunications technology into major rural economic
development schemes.

Product : A report has been received in which the results
of the above effort was detailed and recommendations were
made for legislative and regulatory action and for public/
private sector and EDA involvement.

Uses/Users : The results will assist EDA in defining its
role with regard to possible uses of cable T.V. on rural
areas.
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Title: Energy Availabilities for Area and Regional
Economic Development

Grantee: Energy Research and Development Administration,
Oak Ridge National Laboratories (ERDA)

Duration: July 1975 to June 1976

Subject : EDA recognizes the need to consider regional
energy conditions more explicitly in the review of
regional economic development plans and in the setting
of EDA regional investment priorities. As energy sources
dwindle, many areas will not have adequate supplies to
support new growth or more than initial growth. Other
areas will be able to participate in continued economic
development. This may mean that certain areas of the
country would not benefit from additional infrastructure
investment because industry could not locate there in
any event, for lack of energy supplies. On the other
hand, there will be areas with energy supplies that will
have very strong development potential and will require
significant investment by EDA to realize this growth.

Product : The proposed research will produce:

a. A methodology for the preparation of annual
statements of "energy sources and uses for
economic development" for the States and sub-
State areas of the United States.

b. Statements (tabular and graphic) of energy
sources and uses for States and sub-State areas
(BEA economic areas) for the calendar year 1972
(with 1973 and 1974 added when possible)

.

c. Annual projections of energy sources and uses
for BEA economic areas to the year 1985 con-
sistent with a national projection to be
selected by EDA.

d. A joint analysis with EDA of the impact on
EDA policy and investment of changing regional
energy availabilities.
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Uses/Users : This information will be used as follows:

a. By EDA decision makers and Regional Directors
in assessing relative needs between areas and by
local officials in preparing development plans.

b. By FEA and other agencies in designing strategies
to cope with regional growth problems.

c. By the private sector in determining new
industrial locations.
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Title: Economic Growth and Minority Groups

Grantee: The Florida State University-

Duration: April 1975 - April 1976

Subject : This research is a continuation of EDA-sponsored
work over the past several years, focusing on the dif-
ferential impact of economic growth on minority groups.
Current support will concentrate on the completion of two
policy -oriented research projects. Specifically, a
detailed analysis of the economic status of women and their
role in economic development of various regions of the
U. S. will be undertaken. The study focuses on the relative
and absolute changes in the earnings and labor partici-
pation of American women over the past two decades to
determine whether this group is underutilized, and if so,
why. Changes in male and female earnings function, mar-
riage and female earnings, and differences in educational
payoffs will be examined and related to recommendations for
changes in national policies and programs.

The second project is a study of the redistributive effects
of economic growth on urban population and employment. The
research will provide a comprehensive analysis of changes
in income and jobs on a spatial and per capita basis. The
degree to which changes in per capita income is related to
various measures of growth in metropolitan areas will be
examined. The extent to which growth benefits or costs the
EDA target populations will be made explicit.

Product : As in the past, the product will be a series of
reports on the above described research.

A conference of policy makers, practitioners, and experts
was held in May 1975. The purpose was to develop a national
awareness of the results of the research produced during
the first two years of the program* Emphasis was placed on
the policy implications of the empirical evidence and
quantitative data that was analyzed and how the findings
might be utilized to establish national and Agency stra-
tegies to reduce economic disparity among minorities. A
compilation of the research papers and comments will be
published in book form.

Uses/Users : These studies are of central concern to EDA
and regional development efforts in general. They are
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particularly applicable to policy considerations and will
provide planning and operating offices within EDA with
added guidance in the formation of operational strategies,
and program tools that affect the well-being of various
population groups.

Regional commissions and State officials concerned with
the development of growth strategies for minority groups
will find the results useful.

Federal agencies concerned with growth strategies for
minority groups, such as the Equal Employment Opportunity
Commission, Office of Civil Rights, the Departments
of Justice and Labor will find the research results and
policy recommendations useful for the purpose of develop-
ing their own appropriate legislation, policies and
programs.
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Title: Research, Review and Discussion Committee
for the Economic Development Administration

Contractor: The Hudson Institute

Duration: July 1975 to June 1976

Subject : The purpose of the grant is to provide EDA,
especially the Office of Economic Research, with an external
review and evaluation capability. The principal task of
the Committee will be to comment on a broad range of
economic development research activities, policies and
strategies. New directions in research, as well as inno-
vative approaches to analytic concepts, techniques and
methodology will be reviewed, discussed and commented on by
this support group.

Membership of the Committee will be multidisciplinary and
consist of individuals whose theoretical and operational
experience provides a broad base understanding of the
diverse, social, economic, and political variables that
affect economic change of subnational regions and areas of
the country.

Product :

(a) Three seminars and workshops. These will focus
on a variety of critical issues surrounding subnational
economic development problems, policies and strategies, and
EDA's role in shaping national policy and legislation
concerned with balanced growth and development.

(b) Papers specifically commissioned for the semi-
nars.

(c) Insights, guidance, and counsel on EDA strategies
and policies.

(d) Interchange of ideas, approaches, and techniques
between scholars, practitioners, and program administra-
tors.

(e) Evaluation and review of OER's research program
with insights and suggestions for new research directions.
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The first meeting was held in August 1975, and was attended
by 125 government and public administrators. Focal points
were: (1) the prospects for national and subnational
economic growth through the later 197 's and 1980' s; and
(2) the impacts of changing energy prices on regional
growth. Papers were presented by Herman Kahn of the
Institute and William Miernyk of West Virginia University.
Discussion and comments by panelists and invitees led to
the airing of a widely ranging treatment of salient issues.

Uses/Users ; By senior EDA management and policy makers
and other development strategists who will have the
opportunity to review the recommendations for changes in
policies and programs.

The Committee's suggestions are expected to be of assistance
to the director and senior staff of OER in evaluating the
effectiveness of the research program.
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Title: The Regional Consequences of High Energy-
Prices

Contractor: William H. Miernyk, West Virginia University

Duration: June 1975 - September 1975

Subject : The preliminary research by Professor Miernyk,'
et al., indicates the sharp increase in energy prices will
lead to shifts in real income among regions, and possibly
(in the longer run) to a certain amount of industrial
relocation. Under a small purchase order , Professor
Miernyk has prepared a paper extensively illustrating the
likelihood of continued high energy prices, and therefrom
attempts to portray the meaning of these prices for regional
economic development.

The paper is based on the assumption that high energy
prices are here to stay, and future demand-supply relation-
ships are likely to keep energy prices rising faster than
other wholesale prices. It is concerned primarily with the
regional consequences of the changing relationship between
energy and other prices, but before these are discussed the
causes of the "energy crisis" are considered. The paper is
largely exploratory. It outlines an area of research which
Professor Miernyk plans to investigate in depth, and pre-
sents some hypotheses which he plans to test. It concludes
with a discussion of some implications for regional policy
if events show that the basic assumption stated above is
correct.

Product : A written report and oral discussion of the
topic, and a research design for a larger in-depth study.

Uses/Users : The report and discussion session in July 1975
helped bring key EDA staff up-to-date on the potential
regional impacts of high energy prices. In addition, a
number of resource people outside of EDA attended the
discussion.
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Title: IDIOM: Assessing the Economic Consequences
of Alternative Federal Policies—A Multi-
Regional General Equilibrium Analysis

Grantee: National Bureau of Economic Research

Duration: July 1975 to June 1976

Subject : This project, jointly funded by EDA; the Office
of Competitive Assessment, Domestic and International
Business Administration, U. S. Department of Commerce; and
the Office of Mineral Policy Development, Energy and
Minerals, U. S. Department of the Interior, is a continuation
of the project formerly titled "Modeling the Differential
Consequences of Alternative Federal Policies," discussed in
Part II of this issue of The Research Review .

The project was initiated by EDA with NBER in June 1971 and
continued with a second grant in June 197 3. The purpose is
to provide the Federal officials responsible for guiding
the national economy with procedures that would enable them
to estimate probable subnational or regional impacts of
major decisions regarding Federal policies on taxation,
public expenditures and transfer programs. Examples of
such changes include imposition of a tax on energy sources,
revenue snaring or defense spending cutbacks.

As described in the Executive Summary covering the second
grant period, the NBER research effort of 1973-74 focused
on two distinct but complementary objectives: (1) the
elaboration and dissemination of IDIOM, and (2) the develop-
ment of a more comprehensive general equilibrium, policy
evaluation model. This first objective has been substan-
tially accomplished and a foundation has been laid for the
second.

Additional work is required to: (a) render the extended
model operational, (b) analyze the differential conse-
quences of alternative Federal policies based on the com-
plete solutions of the model, and (c) apply the model to
the analysis of alternative subsidy programs designed for
accomplishing regional development.

Meanwhile, NBER would continue maintaining and improving
the existing model (IDIOM) for immediate policy appli-
cations. (With its simplicity and flexibility in applica-
tion, IDIOM is a useful and powerful analytical tool. The
extended model would complement, rather than replace it.)
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During the July-September 1975 quarter of the current grant
period, work has begun on a conversion of the input-output
matrix incorporated in the model from a total to a domestic
base. Completion of this task will permit more realistic
application of IDIOM* to situations involving disruptions in
existing international trade patterns and shifts in the
import-versus-domestic composition of output. This improved
specification will be of particular value in the assessment
of the regional and industrial consequences of changes in
patterns of energy supply and in energy policy.

Simultaneously, with the shift from a total to a domestic
input-output basis, the model is being generally updated.
First, all values are being converted from 1970 to 1974
prices. Second, the structure of final demands will be
updated from 1970 to the most recent year available (either
1973 or 1974). Third, final demand control totals for 1974
will be incorporated. Fourth, the magnitude and composition
of sectoral value-added coefficients will be updated to the
degree possible.

Product : The product is the model. In addition, EDA has
been provided with a sizeable amount of descriptive infor-
mation and analysis.

Uses/Users : As a result of dissemination work in the
second grant period, EDA has fairly immediate access
(through its liaison with the Systems Analysis Division,
DIBA) to the IDIOM mechanism.

With the completion of the current grant period modifica-
tions, it is anticipated that usefulness of IDIOM as a
policy evaluation tool will be greatly enhanced. It is
expected that the revised model will be available for use
in the forepart of 1976. Important uses of the model could
be made at the highest level of government policy for-
mation. EDA has a particular interest in its multiregional
and industrial breakdown capabilities.
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Title: Evaluation of Water Supply and- Waste Water
Treatment Capacities Related to Economic
and Industrial Development

Grantee: Oklahoma Foundation for Research and Development
Utilization, Inc.

Duration: June 1975 to May 1976

Subject : This survey and evaluation is an attempt to
assess the existing capacities of water supply and waste
water treatment facilities of towns and cities in the
United States. Of all the factors facilitating industrial
and commercial development, the availability of these two
community services is perhaps the most critical. The
legislative requirements for complying with new environ-
mental control standards and the long lead time needed for
construction of these facilities have given impetus to the
need for an accurate measure of water supply and waste water
capacities in relation to planned industrial and commercial
expansion. At present there is no operational national
inventory of water and waste water capacities nor is there a
functional system of matching such capacities and costs to
some standard of economic development potential. Such an
inventory and cost estimating procedure would facilitate
overall economic development planning and provide a more
rational allocation formula for public works expeditures.

Product : The Oklahoma Foundation (OKF) has undertaken the
following tasks under terms of the research grant:

o Collect all available computerized and recorded
waste water and water supply facility inventories
and data on ongoing projects of all Federal agencies
funding such projects. It will then incorporate
pertinent data into its own computerized data file
for easy access and analysis.

o Verify collected data at the State, development
district and community level, and compile a set of
statistical tables on both the water supply and
waste water treatment capacities as a function of
population, location, ownership, treatment and use.

o Develop a system for estimating the cost
of raising the supply and treatment capacities to
meet existing dif ficiencies and capacities to
accommodate projected industrial expansion.
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o Both the capacities and costs of needed facilities
expansion will be prepared in a manner that will
permit rapid aggregation, analysis and presentation
on a community-, county, development district, State
and regional basis.

o Set up the procedure necessary to maintain a
current and accurate data bank on the physical
parameters of water and waste water systems «,

o Establish a mechanism for validating and updating
the industrial site-location data of designated
growth centers and interface it with the water and
waste water data file.

Uses/Users : This consolidated inventory and water and waste
water capacity assessment will be used by:

o EDA policy makers to determine budget levels for
the agency's public works program.

o Other Federal agencies involved in promoting
industrial growth and its impact on community
development.

o EDA Regional Directors in assessing the relative
needs between areas in their respective region.

o State executive and legislative leaders in planning
and funding State public works projects in con-
junction with industrial development programs.

o Economic Development District Directors in pre-
paring district development plans.

o Local government and community leaders in
determining priorities and funding levels for local
development projects.

o Private-sector investors in determining which
communities can provide needed services to support
new industrial growth.
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Title: Public Works as a Counter-Cyclical Device

Grantee: The Rand Corporation
(a first phase examination of the topic)

Duration: July 1, 1974 to June 30, 1976

Subject : Public works expenditures have traditionally been
used by Federal, State, and local governments as an employ-
ment tool to offset economic declines. Although all levels
of government have had much experience with the use of
counter-cyclical public works expenditures there exists a
substantial gap of knowledge as to the effectiveness,
efficiency, timeliness, and the extent of indirect benefits
that accrue from the various types of these investments.

The principal criticisms of counter-cyclical public works
investments are:

1. There are often long lead times between . the
period of recognition of the need for counter-
cyclical investment and the actual construction of
specific projects.

2. The types of projects and jobs necessary to
employ highly skilled construction workers have a
high cost—per- job-created ratio. Past EDA and
Bureau of Labor Statistics studies indicate that
on-site wages on public works projects constitute
only 19 to 32 percent of total project costs. The
balance of project costs go to materials, equip-
ment, overhead, and contractors profits.

3. There are targeting problems with public works
investments designed solely to create employment.
This is because there generally is no assurance
that contractors will hire the jobless in the
specific area of the project. Many contractors
have their own crews who travel from project to
project.

4. Those public works expenditures that have the
highest job creating potential at the lowest per-
job cost, such as recreation or beautification
projects, often do not leave permanent improve-
ments.
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The positive aspects of counter-cyclical investments are:

1. Many public works projects have long-term develop-
ment impacts. Thus, not only are short-term jobs
created, but the basis is created for long-term
accelerated growth of both the local and national
economies.

2. In most recessions the sectors of the economy
that supply materials and equipment have generally
experienced rapid decline. Thus, the total bene-
fits of public works projects can impact a broader
section of the economy than just on-site wages.

3. The principal impediments to the counter-cyclical
use of public works investments such as lag times
and targeting can be minimized or eliminated by
proper advance planning and administrative actions

4. Many public works investments can be used for
counter-cyclical purposes that are simply an
acceleration of the construction of scheduled
projects. These types of projects generate no
overall greater cost to the economy than would
otherwise be borne. The area's economy not only
has the benefit of these projects earlier and,
because of inflation, generally at a lower cost
than could be obtained if the project were delayed

5. Under existing practices, public works activity
is pro-cyclical , diminishing in recessions and
peaking in boom periods. In the latter case,
pressure is put on steel, glass, cement, and other
producing capacities, causing strains and short-
ages, stronger wage demands, and cost-push-demand-
pull inflation. The timing problem at this end of
the cycle is considerable, lessened by the shorter
planning period required to delay new projects or
to cut-off existing activity.

This study will evaluate the counter-cyclical potential of
various types of public works investments and trace the
probable economic effects of these investments on not only
on-site wages, but also on employment in the materials and
equipment industry. This study would also assess the long-
term development benefits derived from different types of
public works investments.
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Product ; This project will produce:

1. An analysis of the direct economic and job creating
potentials and per-job costs of various forms of
public works investments;

2. An analysis of the specific skill levels that are
employed in various forms of public works invest-
ments and the duration of this employment;

3. An analysis of the indirect economic and job creat-
ing potential and per-job costs of various forms of
public works investments such as in the materials
and equipment industries.

Uses/Users : The information produced by this project will
be used as follows:

1. By Federal decision makers to determine the potential
uses, direction, and funding levels of public works
projects as a national and regional counter-cyclical
tool.

2. By State and local decision makers to determine
how and when public works can and should be used as
a counter-cyclical tool.

3. By EDA and other public agencies to develop better
administrative and targeting mechanisms for the
counter-cyclical uses of public works projects.

4. By economists and development researchers in:

a. Comparing the benefit/cost ratios between
counter-cyclical tools;

b. Determining those situations at the national
and regional levels in which public works
investments would be productive;

c. Determining the counter-cyclical efforts of
different forms of public works projects.
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Title: Rail Reorganisation: Economic Development
Issues

Contractor: RMG Associates, Inc.

Duration: June 1975 to August 1975

Subject : The reorganization of the bankrupt railroads in
the Northeast and Midwest, as proposed by the United States
Railway Association (USRA) in its Final System Plan, will
have a far-reaching impact on all aspects of economic
development, both national and regional. This research
paper was undertaken to provide background information that
will hopefully lead to a better understanding of the
economic and regional implications as they relate to EDA's
program activities and research efforts. The central
question posed is whether or not EDA's investment stra-
tegies to stimulate local and regional economic growth
through a number of programs, should be modified or
restructured.

Product : In summary, the completed "Working Paper" first
identifies the most 'critical economic development issues
raised by the rail service changes. Having identified
these issues, it provides an analysis of the nature and
extent of the impacts of these changes on on-going EDA
programs. It concludes by suggesting possible EDA strategy
and response.

The more specific analysis and recommendations can be out-
lined as follows:

I. Economic Development Issues

1. Changing market forces - To a very large
extent it is the economic development process
itself that is somewhat responsible for the
present decline of the railroads. Changing
market and consumption patterns have reduced
the movement of raw materials and bulk com-
modities so that its rate of growth is less
than half the overall GNP group. The restruc-
turing of the rail system should be in harmony
with long-term market and consumption changes.

2. Competition - While effective interrailroad
competition operating throughout a broad
region can promote more efficient operations,
there is very little that can be done to
revive such competition in the Northeast and
Midwest.
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The only viable alternative is to revitalize
the rail industry's competitive position with
the trucking industry. The potential for the
railroads to recapture the traffic which has
been lost to other transportation modes has
been greatly increased by the restructuring of
the regional railroad system.

3. Resurgence of the coal industry - The revival
of demand for coal will have a significant
impact in providing a needed increase in both
traffic and revenues for the rail carriers.
Given the uncertainties in the development of a
national energy policy, as well as the "con-
servation" projections of coal demand adopted
by the USRA, it is not surprising that it chose
the "business as usual" projection. It would
have been useful to have determined the sensi-
tivity of the proposed regional rail system to
the projection of the coal industry developed
by the Federal Energy Administration calling
for accelerated coal production (a 1985 pro-
duction of 1,300,000 tons compared with the
"business as usual" projection of 702,000
tons) . Since coal traffic for ConRail constitutes
more than 30 percent of total traffic, the
higher coal production scenario would result in
an increased ConRail traffic in 1985 of close
to 30 percent.

II. Local and Community Impacts

1. Magnitude of the problem - USRA's recommendation
for light density line abandonments has probably
raised more concern with respect to economic
development than any other single issue. Of
the more than 10,700 miles of active light
density lines analyzed, about 5,700 miles were
recommended for rail service continuation sub-
sidies or abandonment. These lines service 279
counties and probably three times as many small
communities. USRA estimates the volume of
traffic of these lines is only 2.2 percent of
the total trackage. The annual operating
losses of these lines are estimated at $33
million, or about 13 percent of total losses
for the bankrupt railroads in 1973. The esti-
mated cost of upgrading the lines recommended
for subsidies or abandonment is $51 million.
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Downgrading economic development potential -

It is significant to note that, by the USRA
criteria, only current traffic, or projected
traffic certain to materialize, justifies the
retention of light density lines. No consider-
ation is given to future traffic potential or
to the role that the light density line might
have in improving the economic base of a com-
munity in the long run. Where there are on-
going development programs, rail abandonments
reduces the opportunity to achieve projected
potentials.

Community impact studies - To understand the
dimensions of the economic issues raised by
rail service abandonment it must be viewed in
the proper perspective. The economic losses
following an abandonment are not typically
diffused throughout the economy or even
throughout an entire region. They are borne
mostly by the shippers and communities along
the abandoned lines.

a. USRA studies - Community impact studies
funded by USRA indicate that for 279
impacted counties, the economic conse-
quences of abandonment of rail service is
extremely small. Only seven counties of
the total 279 would face an employment loss
exceeding 2 percent of total county employ-
ment. In 15 counties, the loss would
exceed 1 percent. In only seven counties
did the loss of total personal income
exceed 2 percent. In 22 counties the
income loss was greater than 1 percent.
In none of the USRA impact studies was any
attempt made to assess the long-term
effects of abandonment. All estimates were
based on the current level of economic
activity.

b. Appalachian Regional Commission (ARC)
Studies - Primary emphasis was given to
likely impacts under current and projected
community conditions and less emphasis on
modelling shipper responses. When the
procedure developed was applied to three
selected growth areas in Appalachia, it was
found that although there was a loss in
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employment and income, the extent and
severity of the loss is primarily a
function of community dependence upon rail
sensitive industries and the local mix of
economic activities. The area experiencing
the greatest impact was one characterized
by a high concentration of manufacturing
activity in slow growth, or marginal indus-
tries. The ARC studies suggest that com-
munity impacts cannot be generalized and
are closely related to its economic base.

c. Other studies - In contrast to the projected
impact studies outlined above, it is useful
to look at results of studies that have
attempted to monitor actual community response
subsequent to rail service curtailment.
A Department of Transportation funded study
found that, in general, abandonment increased
shipping costs and threatened the viability
of some industrial operations. However, larger
organizations were better able to adjust to
and absorb increased shipping costs. Although
many marginal operators were forced out of
business and some experienced lower profit
margins, most firms survived, adjusted,
and prospered.

A study of industrial locations in Iowa
supports the contention that the loss of
rail service may reduce prospects to
attract new industry. Of 153 towns with
under 3,000 population in which new
industry located in a five-year period
(1967-1971) , only. nine were not served
by a railroad. In an EDA study it was
found that of 105 industrial parks selected,
more than 6 provided or would provide
rail siding.

Critical Community Impacts and Choices - On
the aggregate basis, it appears that for many
communities the adverse economic consequences
of rail service curtailment will not be severe.
However, for some communities the impacts can
be severe and pervasive in terms of losses in
employment and income, reduced tax base,
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availability of competitive modes of transpor-
tation, and impaired attractiveness for new indus-
trial development. It is probable that in terms of
the number of communities few would fall in this
category. For the most part many community impacts
will not be of critical concern.

III. EDA Policy and Programs Implications - The research
paper focuses attention on the following policy and
program issues that have been or will be affected
by the restructuring of the railroads and suggests
possible initiatives that EDA might undertake in
response:

1. Information Needs - There is a pressing need to
develop information on the impact of the rail
reorganization of EDA-designated areas and on
current economic development programs under EDA
sponsorship. There is a need to identify those
communities that, as a result of the rail
reorganization, may become eligible for EDA
assistance. Additional data may be required to
update development plans to reflect local
perception of the impact of rail service
curtailment.

2

.

Assistance in State Rail Planning - EDA might
consider supplementing DOT's planning assist-
ance to the States in the preparation of their
State Rail Plan. EDA's rationale for parti-
cipation would be to upgrade rail planning to
the level of other transportation planning and
to fully integrate it with overall development
planning at the district and State level. The
need to increase traffic of subsidized light
density rail lines to insure their continuance
beyond the period of subsidy may be a signi-
ficant motivating factor in intensifying the
overall development effort.

3

.

Grant and Loan Program - EDA should be
sensitive to potential consequences of rail
reorganization on current and future loan
programs from several perspectives. First,
there is concern with regard to the impact on
ongoing EDA projects. Does rail service cur-
tailment, for example, affect the viability of
such EDA-funded projects as industrial parks?
Secondly, there may be increased pressures •

that relate directly to accommodating the
impact of rail reorganization and to complement
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rail service continuation subsidies. Lastly,
consideration must be given to the desir-
ability of extending the current grant and
loan program to accommodate needs unique to
rail reorganization impacts.

4. New EDA Initiatives - It may very well be that
the restructured rail system may require new
programs with which EDA theretofore may not
have been involved and as such would require
major policy changes and perhaps new legisla-
tion. Examples of innovative development
options are: the acquisition/ modelization
and operation of independent community-owned
rail lines, the creation of a Fossil Fuel
(Coal) Rail Bank, and the alternative use of
abandoned rail rights-of-way. With regard to
research and evaluation initiatives, priority
should be given to the identification of
specific communities expected to be severely
impacted. Since some of the impacts will work
their way through the affected regional
economies over a period of time, a research
effort should be initiated early enough to
provide for a close monitoring and evaluation
over the next several years of the actual
impact sustained by affected communities.

Uses/Users : This research paper is especially useful for
policy makers, program designers, research directors and
those involved in the drafting of new legislation. It
provides valuable background information and problem
identification emerging from the restructuring of a large
portion of the United States rail system. It is merely the
first step toward full realization of the economic and
regional implications of the changes in United States
transportation policies.
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DESCRIPTION OF RESEARCH PROJECTS

Pant II
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DEVELOPMENT PATTERNS AND POTENTIALS
OF SELECTED DISTRESSED AREAS

Performing
Organization: Administrative Sciences Corporation

Principal
Investigator: Henry L. Eskew

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13279

Objectives and Procedures : The Economic Development
Administration, in deciding how its available program
funds will be allocated, must determine the extent to
which individual areas exhibit genuine prospects for
economic recovery or development. The purpose of this
study was to gain new insights concerning areal develop-
ment potential which will be useful to the Agency in
making those determinations. Specifically, the study,
which drew from earlier research conducted by Arthur D.
Little, Inc., sought to examine through different analytic
methods the following hypotheses:

o The economic development patterns and potentials
of small areas are more closely tied to their
parent regions than to the national economy as a
whole.

o Intra-regional variations in development
patterns and potential are the result of
differences in industrial structures and areal
economic attributes.

Results : The analysis carried out was essentially descrip-
tive in nature, limited to tabular comparisons of summary
statistical measure such as root-mean-square differences
and zero-order correlation coefficients. Consideration
was originally given to conducting hypotheses costs within
a formal regression framework, and some preliminary work
was conducted along those lines, but data and inherent
methodological problems made this approach impractical.

The results seem to indicate that with respect to the
development patterns and potentials of the group of areas
examined, regional factors exert a stronger exogenous
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influence than do national ones. Similarly, sub-regions
(counties) whose industrial structures are favorable with
respect to the overall structures of their regions (States)
appear to have better prospects for employment growth,
whereas few if any parallels seem to exist between sub-
regional and national structural patterns. There is some
evidence that, within a given region, areas with higher per
capita employment and educational levels have greater
development potential, but the evidence is not conclusive.

Status : Final report received January 1975 and is available
through the National Technical Information Service -

Order No.: COM-75-10742/AS.
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STATISTICAL MODELS OF SUB-REGIONAL
AND REGIONAL EMPLOYMENT

CHANGE: A FEASIBILITY STUDY

Performing
Organization: Administrative Sciences Corporation

Principal
Investigator: Henry L. Eskew

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13282

Objectives and Procedures : The primary objective of this
study was to examine, through the use of statistical
models, employment change at the regional and sub-regional
levels. The study was confined geographically to the
six-State Midwest (Chicago) Administrative Region. It
was conducted in two phases, the first focusing on
individual counties and the second on multi-county closed
trade areas defined by the Bureau of Economic Analysis
(BEA)

.

Results : A number of the conclusions drawn from the
analysis tended to confirm a priori expectations. One
was that employment change is more susceptible to expla-
nation on theoretical grounds in multi-county areas than
at the individual county level. Another is that for
individual counties of widely varying sizes (50,000 to
2.7 million), the larger places tend to experience
greater employment growth. However, within narrower size
intervals— 75,000 to 250,000 to be specific—population
is less important as an explanatory variable than new
capital expenditures (in manufacturing) . In both cases
the latter variable was found to have a negative effect
on employment change; that is, new capital tends on the
whole to be labor saving.

With respect to the BEA closed trade areas (which ranged in
population size from 215,628 to 7,930,021), there was one
consistent and dominant explanatory variable: local
government direct general expenditures. The considerable
importance attributed to this variable when viewed on an
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area-wide basis is an entirely reasonable finding, although
the expenditure variable probably also serves to a lesser
extent as a surrogate for other levels of government
activity and certain nonquantitative factors such as
community leadership.

Status : Final report received February 1975 and may be
obtained through the National Technical Information
Service. Order No.: COM-75-10608/AS.
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RESEARCH ON NEW TOOLS AND PROGRAMS FOR
INNER-CITY ECONOMIC DEVELOPMENT

Performing
Organization: Brown University

Principal
Investigators: Leo Kadanoff & Benjamin Chinitz

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13244.2

Objectives and Procedures : This project is aimed at
understanding how public policy tools may be used to
improve the workings of the job market for the urban poor.
The research integrates the existing theoretical concepts
in the field of labor market behavior with previous numerical
analyses in the context of a model of economic development
and the urban job-distribution process. The research pro-
duct will provide EDA with information upon which to
examine its role in influencing inner-city economic develop-
ment. Assuming jobs can be created through policy inter-
vention, i.e., the influence of policy on labor demand, it
is therefore vital to understand under what circumstances,
and to what extent, such jobs will lead to significant
progress in reducing poverty and underemployment.

Phase I of the contract consisted of: (1) a review of the
literature of urban economic models to determine if aspects
of one or more of these models can be incorporated into a
model for urban labor markets; (2) the creation of a
computer data file incorporating census and related infor-
mation on all central cities and their respective metro-
politan areas for the past two decades; (3) identification
and analysis of changing trends in socio-economic conditions
in central and non-central areas of Standard Metropolitan
Statistical Areas. Phase II was concerned with the design
and construction of a simulation model of urban job-dis-
tributions processes. The "Brown model" describes how a
population group detailed by age, education, and racial
composition move into and out of the work force and from
job to job. It traces who gets what jobs and how the poor
move from job to job.
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Results ; A computer model of the urban labor market-job-
distribution processes has been elaborated, tested, and
delivered to EDA with accompanying documentation for
running the model. Additional data from the University of
Michigan's Panel Study of Income Dynamics has also been
delivered and incorporated into the model. This data
relates to the job and income history (1968-70) of a
selected sample of head of households of the working poor.
It will serve as a main source of refinements of the model.

The methodology developed for the model is valid and forms
the basis for realization of the study's original objectives

Status : Completed May 1975.
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INTER-REGIONAL MIGRATION DATA

Performing
Organization

:

Principal
Investigator

:

Monitoring
Agency:

Project No.

:

Regional Economic Analysis Division
Bureau of Economic Analysis (BEA)

David Cartwright

EDA - Office of Economic Research

99-7-13284

Objectives and Procedures : In 1974 the Bureau of Economic
Analysis expanded its Continuous Work History Sample file
of persons with Social Security account numbers from 1
percent to 10 percent. The expansion of this file vastly
increases the level of detail on subpopulation and geographic
distributions of the work force that are vital in under-
standing regional and 'subregional economic trends. The
data produced under this project, together with the Bureau's
income and employment estimates, provide the basic infor-
mational requirements of the regional economic data base
for analysis of subnational economic areas. These series
were developed through substantial support from EDA to the
Bureau. The 1-percent Continuous Work History Sample is
now available for the 1960-69 period and the first quarters of
1970-73. The 10-percent sample is available for the first
quarter of 1970 and 1973. Characteristics of the work
force are described by such attributes as age, sex, race
(white/nonwhite) , industry and place of employment, and
income.

Current Developments : Tape records of the Social Security
file have been made operational and are available for
contract research from the Bureau of Economic Analysis.
Population movements and their effects can be identified
by matching identical account numbers over the time
periods covered by these records and estimates made of
the comparative performances of movers and nonmovers.
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The Bureau will provide EDA with special tabulations essential
in evaluating EDA programs and for the development of
overall agency planning, as well as for allied research.

Status : This project was funded through June 1975. A
proposal is being processed which will continue the
project through June 1976.
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ANALYSIS OF ENVIRONMENTAL IMPACT OF ECONOMIC
DEVELOPMENT IN THE COLORADO RIVER BASIN

Performing
Organization: University of Colorado

Principal
Investigator: Bernard Udis

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13215.2

Objectives and Procedures : This project is an extension of
earlier efforts to develop a set of comparable models
relating the economic activities of the sub-basins of the
Upper Colorado River, both present and prospective, to air
quality and water quantity and quality resulting from those
patterns of economic activity. Under this plan models were
developed and calibrated for three upper sub-basins (the
Upper Main Stem, the Green, and the San Juan) , an area
which contains the most pressing problems of the basin. The
resultant model consists of three major components: (1) an
economic structural or input-output model of the sub-
basins, supplemented by coefficients of air- and waterborne
waste residuals for each industry; (2) an air diffusion
model, to distribute over the region the airborne residuals
generated by economic activities; and (3) a hydrologic-
salinity model to trace the monthly surface and groundwater
flows and salt flows through the system.

The current project is designed to test the performance of
this model and to expand its utility by learning more about
the process of incorporating a new industry in the model,
to demonstrate the applicability of the model to a smaller
geographic area, and to develop a handbook on the calibra-
tion and use of the model (s)

.

Current Developments : In the original plan, it was intended
to apply the models to the proposed gasification of coal
resources in the Delta County area. This approach has been
cancelled since it has recently become clear that because
of high extraction costs utilization of this high value coal
through gasification would be uneconomical.
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Accordingly, incorporation of a new industry in the model
will be tested by assuring that this high value coal will
continue to be exploited as it is now to meet power require-
ments of the iron and steel industry (Pueblo, Colorado and
Provo, Utah) , and that later it will be the chief source
energy to process nearby oil shale deposits. The basic
data requirements are being obtained from industrial firms
currently extracting and using the coal, and others who
are actively engaged in obtaining the leases needed for
entry into the oil shale extraction business. The model
will be applied to the accelerated coal development along
the North Fork of the Gunnison River in Western Colorado.

Status : The basic components of the model have been
completed. The final report is expected by the end of
April 1976.

85



STUDY OF LOCATION OF INDUSTRIES:
IDENTIFICATION OF CLUSTERS OF INDUSTRIES

Performing
Organization:

Principal
Investigator

:

Monitoring
Agency:

Project No.

:

Dalhousie University-

Stan Czamanski

EDA - Office of Economic Research

99-7-13257.1

Objectives and Procedures : The purpose of the original
grant was to identify the number and composition of
industrial clusters in a number of areas in the United
States. An ancillary objective was to empirically test
the minimum critical mass level of an urban-industrial
agglomeration which will attract activities with a
force more than proportional to its greater sizes.
(These tasks have been completed and the findings were
reviewed in the 1974 issue of The Research Review )

.

In the second grant, three additional aspects of the
analysis will be studied. They are: (1) to explore
three possible measures (indexes) of urbanization as
they might influence the concentration of industrial
clustering, the size of existing agglomerations of
manufacturing activities, the size of the service
section, and the density of settlement; (2) to measure
the impact of new industrial clusters upon regional
economies to obtain new insights on the importance of
clustering for promoting growth processes; and (3) to
find the minimum viable size of industrial complexes, a
measure needed to assess the magnitude of capital
investments for introducing a new industrial complex
into a stagnating economy.

These objectives are being met through a systematic
exploration of direct and indirect linkages among
industries utilizing existing data, such as national
input-output tables, and State and city tables.

Current Developments : A report on the second grant in
essentially final form'was received in May 1975.
Empirical tests carried out by the principal investigator
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fully indicated the hypothesis that the introduction of
clusters of interrelated industries into regional economies
results in much higher multiplier effects than equivalent
investments in inrelated plants.

Status: Completed June 1975.
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IMPLICATIONS OF GROWTH IN THE SERVICE ECONOMY
FOR REGIONAL DEVELOPMENT STRATEGIES AND PLANNING

Performing
Organization: Jack 1 Faucett Associates, Inc.

Principal
Investigator: Raymond C. Scheppach

Monitoring
Agency: EDA - Office of Economic Research and

Office of Planning and Program Support

Project No.: 99-7-13264

Objectives and Procedures : This study examined the
service industries on the basis that while this sector
had expanded the fastest, it had been explored the
least for its economic development uses. Other interesting
characteristics of the service sector that commended it
for study were low capital intensity, low productivity
(employment growth nearly matched output growth)

,

availability of part-time work and low-skill jobs
and the possibility that an ample service base may be
required in order to entice manufacturing plants into a
specific area.

The approach of the study was to: (1) present general
overview information, (2) develop the analytic methods
and (3) present its conclusions. The analysis proceeded
as follows: Since services have the potential to
stimulate economic activity, either through import
substitution or through an export capability, both
possibilities were evaluated. Additionally, the
problem was to analyze through two aggregate approaches
as well as via various case studies. The first aggregate
approach analyzed central place theory to determine the
extent to which services meet the urban hierarchy
criteria, i.e., that service industries increase in
size and complexity across city size. The second
aggregate approach was an evaluation of both the
minimum and average requirements for service activity
across various size regions. In this analysis, par-
ticular depressed areas where specific service industry
activity was unusually low were indicated. From such
an evaluation, a policy maker might reach rational
conclusions on whether or not a specific industry could
be sustained in a given depressed region. Additionally,
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a number of fast growing areas were analyzed to determine
the extent to which their growth was initiated through the
service sector. Finally, a number of potential export-base
services were analyzed to determine the extent to which
lagging and depressed regions can utilize such a path to
development.

Conclusions : Unfortunately, the results of the analysis
indicated that any comprehensive policy to utilize the
service sector as the catalyst to stimulate depressed
regions would not be successful. In general, the aggregate
analysis found that services do fit the central place
theory, i.e., they tend to locate in major metropolitan
areas where per capita income is high. In fact, the evalu-
ation indicates that services, rather than dispersing into
lagging regions over time, are actually becoming more
concentrated in developed areas. Where services have been
the sector which has contributed to development, it has been
primarily due to the existence of some unique feature of the
area, e.g., recreation, gambling, climate. This is not to
say, however, that services must be excluded from the tool
kit of public policy, but instead, they must be utilized on
a case-by-case basis. Specifically, analysis of the average
service requirements across various size regions has indi-
cated which areas could support additional service activity.
However, although the introduction of services into these
areas would contribute income and employment to the area, it
is doubtful that any additional development would follow
such an activity. Specifically, this means that such ser-
vices may be able to assist the areas through import sub-
stitution, but not act as a catalyst for general development.

Status: Completed March 1975 and is available through the
National Technical Information Service.
Order No.: COM-75-10611/AS

.
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MACHINE-INDEPENDENT COMPOSITE MAPPING (CMS-II)

Performing
Organization: Federation of Rocky Mountain States

Principal George Nez, FRMS
Investigators: Larry J. Salmen, FRMS

Richard S . Johnson
John B. Fieser, EDA

Monitoring
Agency: Office of Planning and Program Support

Project No.: 99-7-13281

Objectives and Procedures : The potential value of the
EDA Composite Mapping System (CMS) in socio-economic
analysis and physical planning has been repeatedly
demonstrated over the past six years in numerous program
applications conducted by EDA, the Appalachian Regional
Commission, the Four Corners Regional Commission and
several other Title V Regional Commissions, and by
fourteen other active users within and outside of the
Federal government.

Outside interest in CMS has been very high. Although
many inquiries have been satisfied by EDA's CMS Release
Agreement procedure, a larger number have not because
CMS cannot presently be used on IBM computers, among
others. Since IBM equipment alone accounts for approx-
imately 70 percent of the computer market, a majority of
the public and private analytical/planning community has
not been accommodated with CMS because such users are
understandably reluctant to stand the expense and
organizational effort of reprogramming the very large
and complex CMS program. These potential requestors are
unlikely to undertake such a lengthy conversion project
for reasons of cost alone^ but provisions in the CMS
Release Agreement require that all CMS modifications,
improvements or reprogrammed versions be provided to EDA
for the purpose of aiding its ability to respond to
future requests for the system. These provisions, while
encouraging sale of the system, have the effect of
making extensive user improvements unprofitable since a
firm's effort cannot be withheld from a large undefined
community of present and future users.
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There is also the factor of increasing interest and
activity in the field of land use planning. This stimulus
to the analysis of location-specific geographic phenomena
will generate more requests for CMS from State and local
agencies charged with land use policy at all levels of
government. Hence, EDA's decision to extend a $15,000
research grant to the Federation for the primary purpose
of developing a machine-independent and IBM-compatible
CMS

.

Upon completion of CMS- I I reprogramming by the Federation
and its sub-contractor, Richard S. Johnson and Associates,
the new CMS variant will be made available by FRMS to the
State planning offices of Idaho, Montana, Wyoming, Colorado
New Mexico, and the Federation's neighboring States of
North and South Dakota. Other States will be systema-
tically notified by EDA of the new program's availability.
Additional benefits should accrue to the private develop-
ment and business communities through EDA distribution.
EDA may directly benefit through the accelerated use of
CMS in its regional and district offices.

Primary specifications of CMS-II are as follows:

1. The current Univac-based EDA Composite Mapping System,
Version 2B, will be reprogrammed to optimize operation
on the IBM 360/370 family of computer systems with
minimum main storage requirements of approximately
200K bytes.

2. The new system will consist of five low-level ANSI
COBOL programs and two minor and infrequently required
programs in ANSI FORTRAN. The distribution version of
the system is written for an 1MB OS operating environ-
ment but program "portability" was considered through-
out the design of the system. Few program changes
should be required to install CMS-II on any vendor's
hardware.

3. Consistency will be maintained with Univac CMS Version
2B input forms and map file structure.

4. System documentation for CMS-II will be prepared in
accordance with EDA's standards.

Operating features exclusive to CMS-II are:

1. Mathematical or logical manipulation of specified cell
data conditionally within or between factor maps when
compositing.
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2. Automatic reading of polygon data from many available
sources of taped geographic data, and automatic con-
version to the cellular file at any scale.

3. Output of frequency distributions of attributes within
a map, or multi-map tape output for statistical analysis
by standard routines such as those in BIOMED.

4. Interface with digital imagery tapes from LANDSAT-2.
Six Rocky Mountain States are presently exercising
this feature by using CMS-II to map 19 classes of land
use and land cover in 24 USGS 7 1/2-minute quadrangles
at locations of typical land management problems,
urban problems and economic management problems.

Status : Grant approved March 1974. Coding and initial
debugging are complete. Installation at the first user
facility (University of Idaho) and extensive on-site
testing are complete. CMS-II System Documentation Manual
reviewed and accepted. Accordingly, all work under this
grant was acknowledged to be satisfactorily completed on
February 13, 1976.
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MACHINE- INDEPENDENT COMPOSITE MAPPING SYSTEM
(CMS-II) USER'S DOCUMENTATION

Performing
Organization: Federation of Rocky Mountain States

Principal George Nez, FRMS
Investigators: Larry J. Salmen, FRMS

Richard S. Johnson
John B. Fieser, EDA

Monitoring
Agency: EDA - Office of Planning and Program Support

Project No.: 99-7-13281.1

Objectives and Procedures : The current CMS User's Manual
describes functions of the Composite Mapping System by
form number, control card and specific card field. Only
the inherent logic of the overall system design lends this
functional arrangement some order and keeps it from being
incomprehensible to the new user. Although familiarity
with the system served the original EDA users, after the
formulation of a CMS release procedure in 197 3 new outside
users began to note the above shortcomings.

The new CMS-II has been designed for maximum compatibility
with existing CMS control card formats, master maps,
cross-reference dictionaries and external data tape
formats. Therefore, a new CMS-II User's Manual would be
equally helpful to users of the Univac and CDC versions of
CMS. Merely updating the current manual for CMS-II would
have missed a unique opportunity to fundamentally improve
it using the CMS-II programming and system design staff
while it was still intact.

The CMS-II User's Manual will be easily understood by both
technicians and users and will be written from the user's
problem-oriented approach rather than in the current card-
by-card format. Extensive new graphical descriptions of
CMS-II capabilities, card formats, sample runs, coding,
and system applications will be included to clarify to
users exactly what they can do and how to go about it.

Status : Grant , approved June 25, 1975. Third draft of
February 13, 1976 now under EDA review.
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DIFFERENTIAL IMPACT OF ECONOMIC GROWTH
ON MINORITY GROUPS

Performing
Organization: The Florida State University

Principal
Investigator: James Gwartney

Monitoring
Agency: EDA - Office of Economic Research

Project No. : 99-7-13256

Objectives and Procedures : This study was designed to
examine two hypotheses related to changes in the economic
status of nonwhite minorities during the decade of the
1960 's: (1) that their economic status improved relative
to whites, and (2) that this status is significantly
affected by the growth patterns and characteristics of a
region or area. The project was divided into three
principal areas of research: (a) analysis of economic
factors that influence changes in the economic status
of specific minorities; (b) role of economic growth as
a source of improving employment and business opportunities
for specific minorities; and (c) determinants of business
development for specific minorities.

A major objective was to suggest public policy implications
for both regional development and job discrimination.
Effectiveness of alternative growth strategies as a vehicle
for improving employment opportunities for minorities was
also examined.

The major source of data for the study was the U. S. Census
of Population, 1960 and 1970. Trends in income, occupa-
tional mix, education, and training levels over the
past two decades were identified and evaluated. These
data were disaggregated to show the relationship between
changes in economic status of nonwhite minorities and
fast- or slow-growing areas, size of region, rate of economic
expansion, and occupational and industrial structure. The
study utilizes the 1 in 100 and 1 in 1000 Public Use Sample
Census tapes. The availability of these tapes offers a
data base which makes it possible to examine in detail the
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question of economic status and gains for all minorities
including Blacks, Mexican-Americans, Indians, Puerto Ricans
and Orientals.

Results : A broad and varied range of interrelated studies
was carried out. A complete listing of the grant research
reports appears at the end of this summary.

o The narrowing of the gap between the nonwhite to
white earnings ratio is largely the result of the
exiting from the labor market of older nonwhite
workers with low relative earnings, and the entry of
younger, better-trained nonwhite workers.

1. The earnings ratio of nonwhites to whites
increased most for young nonwhite males with ten
or more years of schooling.

2. Expansion of employment opportunities increased
the incentives for young nonwhites to acquire
additional education and skills.

o While the economic status of women improved during
the 1960*s, most of the gains are the result of
higher educational and skill levels rather than more
equitable economic compensation. Changes in the
distribution of working women by age, race, and
marital status have done more to raise the overall
economic status of women than the lessening in
actual employment discrimination. The wage dif-
ferential between men and women doing identical
tasks in most occupations is still large and inequit-
able. The work of the Equal Employment Opportunity
Commission was found to be the decisive factor
in causing government agencies and major industrial
corporations to review their hiring and employment
incentive practices with respect to sex.

o Minority groups are underrepresented in all lines
of entrepreneurial and endeavor, but the degree
of participation varies regionally. Insufficient
capital appears to be the most serious barrier to
entry and the major cause of the underrepresentation
of minority-owned businesses. Overcoming the
capital requirement problem is the first prerequisite
of any program or policy designed to encourage the
growth of minority entrepreneurship.
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Encouraging entrepreneurship in ghetto areas
forces minority business owners to operate in areas
with a high cost structure in markets composed
largely of low income groups. This leaves the
minority entrepreneurs with an export base on which
to enhance possibilities of business growth. Firms
limited to a ghetto area never achieve the economies
of scale possible with greater geographic disper-
sion.

There is a consistent pattern of discrimination
related to employment of women and minority groups.
Both discrimination and culturally related factors
are important in determining earning differences
among minorities.

1. The earnings status of Japanese males exceeds
that of Chinese males within the same age and
educational groupings.

2. The productivity of Filipinos, both males and
females, was higher than that of Mexican-
Americans and somewhat less than that of other
Oriental groups.

Japanese, Chinese, and Mexican-Americans, the
three groups with the highest productivity rates
for males, have the lowest productivity rates for
females.

Puerto Rican and Black females have the highest
productivity rates and therefore the highest
earnings of all female minority groups studied.

The prevailing concensus that economic growth by
itself eliminates inequality is not rooted in
reality. Equality will not come from growth, but
from social policies aimed at reducing the amount
of inequality in the economic system. Effective
nondiscriminatory employment practices are likely
to be far more effective in increasing the relative
well-being of minorities and in promoting income
equality than general economic growth.

The research findings emphasize that it is best
for EDA to favor the small size city as the growth
center. The data presented give evidence that
gains from agglomeration economies rise
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sharply in cities and metropolitan areas with
populations of up to 250,000 and then rise less
rapidly in cities with populations of up to one
million, at which point they flatten out. The
evidence that agglomeration economies exist lends
support to the thesis that to increase the economic
viability of a small place enhances the social
benefits derived to the migrant and resident of the
community. The migrant from depressed areas will
enjoy a higher level of economic well-being derived
from a higher income. Because the city is small
enough to enjoy large marginal benefits from
further agglomeration economies all residents
benefit from increased growth. The policy suggested
has the advantage of giving people a wide choice of
urban places to move to, while at the same time it
offers the opportunity to improve their economic
status. Furthermore, the policy of increasing job
opportunities in relatively small urban areas does
not undermine their existence, as do policies which
are designed to attract residents of these places
to large urban centers.

Status ; The final report was completed in October 1974. A
new grant was approved in March 1975 for one year." This
report may be purchased from the National Technical Infor-
mation Service, Order No. : COM-75-10610/AS.

Grant Research Reports

Final Report Authors

Differential Impact of Economic James Gwartney
Growth on Minority Groups Joan Gustafson Haworth

David W. Rasmussen
Charles T. Haworth

Research Papers

Changes in the Relative Economic James Gwartney
Status of Nonwhite Males During Joan Gustafson Haworth
the 1960*s Charles T. Haworth

David W. Rasmussen

Changes in the Relative Economic Joan Gustafson Haworth
Status of Women from 1960 to 1970
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Determinants of Metropolitan Cost
of Living Variations

Earnings, Productivity, and Changes
in Employment Discrimination
During the Sixties

The Earnings Status of Urban
Minorities

Charles T. Haworth
David W. Rasmussen

James Gwartney
Charles T. Haworth
Joan Gustafson Haworth

James Gwartney
James Long

The Economic Status of Urban
Mexican-Americans

The Economic Status of Urban
Minorities

James Gwartney
John Chang

James Gwartney
John Chang

The Effect of National Economic
Growth on the Relative Income
of Black Males

David W. Rasmussen

The Egalitarian Effects of Economic
Growth

David W. Rasmussen

Racial Discrimination in Employment:
A Public-Private Sectoral Analysis

Urban Agglomeration Economies and
Their Implications for Regional
Development Policy

Variation in Minority Business
Participation

James Long

David W. Rasmussen

Charles T. Haworth
Joan Gustafson Haworth

Zero Economic Growth: An
Exaggerated Menace to the Poor

David W. Rasmussen
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BIBLIOGRAPHY OF STATE-DIRECTED RESEARCH
FOR ECONOMIC DEVELOPMENT, 196 9-1975

Performing National Association of State Development
Organization: Agencies (NASDA)

Principal
Investigators: Jack Cawthorne and Marvin Lind

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13288

Objectives and Procedures : The objective of this annotated
research bibliography is to facilitate the dissemination
and utilization of State sponsored and/or directed research
in the field of economic development. It is an attempt to
lessen the communication gap not only between researchers
and development practitioners but also between Federal and
State research agencies. The bibliography is based on
information provided by State Development Agencies. The
research abstracts are classified by subject and by State
within the subject classification.

Current Development : In addition to approximately 425
research abstracts the bibliography includes lists of:
(1) State Development Agencies and individuals that may be
contacted for further information, (2) Industrial Direc-
tories/ (3) Statistical Abstracts, and (4) Miscellaneous
Directories.

Status : The bibliography has been completed and is avail-
able through the Office of Economic Research, EDA, until the
supply is exhausted.
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AN ANALYSIS OF FEDERAL ECONOMIC DEVELOPMENT PROGRAMS

Performing
Organization: National Bureau of Economic Research

Principal
Investigator: Edward K. Smith and Robert Leone

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13272

Objectives and Procedures : The objectives of this research
effort are comprehensive in scope and detail. The study
is an assessment of the history, theory, and practice of
Federal programs to foster regional economic development.
The Economic Development Administration, which for over a
decade has had the primary legislative responsibility in
this area of public policy, is understandably the focal
point of the study. 1 The assessment, however, is made
within the context of other Federal agencies and programs.
The premise of the study is that past experience—both
accomplishments and frustrations—can be useful as a guide
for any revised or new Federal policy or effort to promote
real growth at the regional level.

The procedure used in the analysis focused on: (1) the
history and theory of Federal involvement in regional
development; (2) EDA's institutional evolution; (3)
statistical measurement of depressed areas and the EDA'

s

program impact on them; and (4) suggested strategies that
might improve Federal regional development in the future.

Current Developments : A preliminary draft of the report
has been completed and is undergoing revision and editing.
It incorporates the findings of six research papers on
regional economic development topics delivered at a con-
ference held in Williamsburg, Virginia during the initial
phase of the study. Supplement papers that identify and
evaluate these regional development strategies will be
published in an appendix. Following is a list of the six
original Williamsburg Papers and the additional papers
that were subsequently completed:
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"New National Concerns and Regional Policy,"
by William Alonso

"Re-examining the Case for Federal Involvement in the
Market Economy After a Prosperous Decade,"

by Gordon C. Cameron

"EDA and the Nation's Regional Development Policy Objec-
tives,"

by William H. Miernyk

"Future Regional Policy Alternatives to EDA,

"

by Niles M. Hansen

"Evaluating the Impact of Public Policies on Regional
Welfare,"

by Robert Haveman

"Welfare Measures for Regional Policies,"
by William D. Nordhaus

"The Urban Disamenity Revisited,"
by John R. Meyer and Robert Leone

"Resource Constraints and Regional Economic Development,"
by James Smith

"Demographic Trends and EDA Development Policy,"
by Charles Mueler

"EDA Legislative History,"
by Curt Martin

"The Incidence and Impact of Recent Development Programs,"
by James L. Freund

"Transportation and the Pattern of Economic Activity,"
by Arthur Mead

"Financial Capital and the Development of Depressed Areas,"
by Arthur Mead

"The Entrepreneur's Role in Regional Development,"
by Arthur Mead

Although these papers provide the basis for the detailed
overall analysis, they are peripheral by-products of the
report. The focus of the report is the reassessment of
EDA's role in the light of new factors now operating in
the market place, growing scarcity of natural resources,
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environmental constraints, and changing attitudes toward
growth. Principal among the conclusions are, first, that
the. EDA 's objectives ought to be more explicit and rea-
listic. Although the natural preference is to orchestrate
vigorous growth, a concurrent and essential function is to
supervise an orderly decline, especially of those areas
lacking the necessary human and physical resources.
Second, it must reconcile its dual responsibilities of
eliminating structural impediments to economic growth and
remedying the cyclical downturns in local economies.
Either or both of these responsibilities would require a
much broader set of program tools than the Agency now
possesses. The only other alternative is to narrow its
responsibilities to more realistic but obtainable objec-
tives.

Status: Drafts of the report and research papers are
currently undergoing NBER and EDA review. The final
Report and Appendix will be completed in February 1976.
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MODELING DIFFERENTIAL CONSEQUENCES OF
ALTERNATIVE FEDERAL POLICIES

Performing
Organization: National Bureau of Economic Research

Principal
Investigator: Stephen P. Dresch

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13227.1

Objectives and Procedures : In June 1973, the National
Bureau of Economic Research (NBER) received a grant from
EDA's Office of Economic Research to continue support of a
study, "Modeling the Differential Consequences of Alter-
native Federal Policies." The first phase of the project
was initiated by EDA with NBER in June 1971 to provide
Federal officials responsible for guiding the national
economy with procedures that would enable them to estimate
probable subnational or regional impacts of major deci-
sions regarding Federal policies on taxation, expendi-
tures, and transfer programs.

Changes in Federal fiscal and monetary policy have perva-
sive consequences for the U. S. economy, and for the
economic welfare of different groups, industries and
regions. For example, Federal policy changes that would
result in regional distortions (overheating some areas
while causing economic decline In others) generally involve
a greater cost than those that do not. These potential
costs should be known and taken into account at the
decision-making stage. Once a policy decision is made,
EDA and other agencies should be able to prepare (plan and
budget) for the consequences, knowing which areas (groups,
industries, etc.) will be affected.

The analytical device being developed by NBER provides a
well-advanced method for identifying the differential
consequences of changes in Federal policy.

The NBER effort has made significant strides in the con-
tract period just ended and has accomplished its major
objectives.
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Noteworthy developments are:

1) Extension of the capability of the existing
model, IDIOM;

2) Formulation of the comprehensive general
equilibrium policy evaluation model;

3) Demonstration of the project's usefulness
(the energy policy application) ; and

4) The dissemination of the existing model,
providing EDA (with the cooperation of the
Systems Analysis Group) direct access to its
capabilities.

Current Developments ; This project is now in the third
grant period, which is discussed in Part I of this issue of
the Research Review .

Status : The second grant period was completed October
1974. The third grant period is funded through June 1975.
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RESEARCH ON REGIONAL ECONOMIC DEVELOPMENT
IN THE SOUTHEAST

Performing
Organization: University of North Carolina

Principal
Investigator: C. H. Kreps, Jr.

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13218.1

Objectives and Procedures : This grant is administered by
the Bureau of Business and Economic Research at the Univer-
sity of North Carolina. The purpose is to enable scholars
at the University to carry out research that will give more
insights into economic development problems in the South,
and to identify relevant programs for this region.

Current Developments : A total of nine projects have been
approved for funding under this grant. Plans have been
made by the University to publish several of the final
reports in a series of monographs. The nine projects are:

o "Transportation and Changing Land-Use Values
in the Research Triangle Area," by J. C. D. Blaine.

o "Socio-economic Implications of Recreation-Led
Growth in the North Carolina Mountains: The Case
of Watanga and Avery Counties," by Robin Gottfried.

o "Effects of Economic Opportunity on Dual-Career
Family Planning," by Thomas H. Jerdee.

o "The Market for Day Care Services in North
Carolina," by John E. Dushaman and E. Mayberry.

o "Innovations in Automobile Insurance Markets:
An Appraisal," by J. Finley Lee.

o "Regional Development Case Writing," by
Richard I. Levin.
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o "The Southern Furniture Market," by James E.
Littlefield.

o "Application of Federal Antitrust Law to Price
Fixing and Exclusionary Practices of Professional
Groups," by William S. Stewart.

o "Public Finance Aspects of Economic Development in
North Carolina," by James A. Wilde.

Final manuscripts have been received from Professors
Jerdee, Lee, Levin and Wilde.

Reports from Professors Kushman and Mayberry have been
received in preliminary draft form.

Status ; The grant was extended to allow for the completion
of the remaining reports.
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INCOME SUPPLEMENTS AND REGIONAL ECONOMIC DEVELOPMENT

Performing
Organization

:

Principal
Investigators

:

Monitoring
Agency:

Project No.

:

The Rand Corporation

David Greenberg and Julie DeVanzo

EDA - Office of Economic Research

99-7-13220.2

Objectives and Procedures : This project is a continuation
and extension of a previous grant to the Rand Corporation
to develop a theoretical and statistical framework within
which subsequent empirical analyses may be conducted of
relationships between nationwide, Federally-supported
income supplements, labor supply, and regional economic
development.

Current Developments : Under this grant the investigation
consists of three parts: (1) estimations of probabilities
of entering and leaving unemployment; (2) estimations of
labor supply behavioral parameters, and (3) a simulation
of regional effects of alternative income maintenance
programs, which in turn, is based on the estimates obtained
under parts (1) and (2)

.

Dr. John F. Cogan has prepared a report entitled, "Labor
Supply and the Value of the Housewife's Time." This
report evaluates four alternative procedures for estimating
the value of a married woman's time and the parameters of
her labor supply functions. The large differentials in
the four models suggest that caution be exercised in
trying to infer the response of married women to an income
maintenance plan. The differences in these estimates
also suggest that the models can be used to set upper
and lower bounds on the expected response to such plans.
One model is favored over the others in empirically esti-
mating a household demand function for a women's price
of time.

Two additional papers recently received are under review:
"Unemployment Patterns Among Individuals," by James Hosek,
and "Regional Labor Supply Response to Negative Income
Tax Programs," by David Greenberg and James Hosek.
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The following reports were completed under the two previous
OER grants to Rand:

"A Conceptual Basis for the Study of Welfare Reform
Effects," by Dennis N. DeTray

"Framework for Assessing the Economic and Demographic
Effects to Income Maintenance Legislation," by Julie DeVanzo
and David Greenberg

"The Estimation of Labor Supply Functions for Secondary
Workers," by T. Paul Schultz

"An Analytical Framework for Studying the Potential
Effects of an Income Maintenance Program on U. S.
Interregional Migration," by Julie DaVanzo

"Suggestions for Assessing Economic and Demographic
Effects of Income Maintenance Programs," by Julie DaVanzo
and David Greenberg

"Problems of Model Specification and Measurement:
The Labor Supply Function," by David H. Greenberg

"Family Decisionmaking Over the Life Cycle: Some
Implications for Estimating the Effects of Income Maintenance
Programs," by James P. Smith

"A Unified Theory of Univariate and Multivariate Log-Linear
and Logistic Models for Analysis of Quantitative Data, with
Applications to Socio-Economic Problems," by Marc Nerlove
and S. James Press.

Status : This project, funded through September 1975, is
completed.

108



REGIONAL SCIENCE DISSERTATION RESEARCH COMPETITION

Performing
Organization

:

Principal
Investigator

:

Monitoring
Agency:

Project No.

:

Regional Science Association

Walter Isard (Honorary Chairman)

EDA - Office of Economic Research

99-7-13291

Objectives and Procedures : EDA has awarded a small grant
to the Regional Science Association (RSA) annually for the
past three years (1973-1975) to fund a Ph.D. dissertation
competition in the field of regional science. The objec-
tives of the competition, as evolved since the inception
of the program, have been, (1) to further interest and
concern of Ph.D. candidates with policy problems related to
regional, urban, and environmental development, and (2) to
encourage able graduate students to choose dissertation
topics in the field of regional science.

This competition is intended to provide widespread pro-
fessional recognition for those students whose doctoral
research is distinguished by its significance for develop-
ment issues and problems of national concern and its
analytic merits and contribution to the wide range of
disciplines in the field of regional science.

Selected dissertations are widely distributed through
professional journals and other means as examples of the
best doctoral research being produced in the field. It is
hoped that this will encourage the writing of other
dissertations of equal or greater distinction.

The following procedure was used for the research com-
petition.

1. Competition is open to any graduate student whose
dissertation has been accepted as partial fulfill-
ment of the doctoral degree in a U. S. university
during the period beginning September 1 of the
previous year and ending August 31 of the current
year.
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2. The dissertation should be submitted by the student,
along with an abstract of not more than 500 words and
a letter of endorsement by the faculty sponsor.

3. Two copies of the manuscript should be sent to the
Chairman of the Review Committee, Regional Science
Association, no later than October 1.

4. The submissions will be judged by an ad hoc review
committee, composed of three or four persons selected
by the Honorary Chairman of RSA.

5. The studies will be judged on the basis of: (a)

significance for public policy, (b) significance of
contribution to the analysis of development issues,
(c) timeliness, (d) imaginativeness, and (e) technical
competence.

6. The authors of the three best studies (or less, if
only one or two are outstanding) will each receive an
honorarium of $700.

7. The authors of the best studies will be notified by
January 31 of the following year. Each entrant to the
competition will be invited to present an abridged
version of his or her study at the subsequent annual
RSA meeting.

Current Developments : The outstanding dissertations
selected for 1974 and 1975 were as follows:

Michael John Ryan : "A Goal Programming Approach to
Land Use Economics." The University of Texas at
Austin.

Henry W. Herzog : "The Economics of Regional Water
Quality Management." The University of Maryland.

Claus D. Gehner : "Investigation of Alternative
Calibration Techniques for n-Dimensional Logit Model."
University of Washington.

Alan Black : "Optimizing the Design of Urban Mass
Transit System: A General Model." Cornell University.

Alan Schlottman : "Environmental Regulation and the
Allocation of Coal: A Regional Analysis." Washington
University.

Daniel R. Vining, Jr. : "Model of Urban and Spacial
Concentration." Carnegie-Mellon University.
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Status : EDA funding for this program is an annual pro-
cedure. Positive results in the past assure receptive
consideration for continued support.
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ANALYSIS OF THE BUSINESS DEVELOPMENT PROGRAM:

Volume I - A Strategy or Program Implementation
Volume II - Further Refinement of Subsidy Program

Analysis

Performing
Organization: SYSTAN, Incorporated

Principal
Investigators: Barry Rogstad, Robert Wood, Myron Myers

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13243.1

Objectives and Procedures : The original scope of this
study called for: (1) a refinement of analytical tech-
niques previously developed by SYSTAN to discern the
relative effectiveness of alternative subsidy programs,
and (2) the development' of a procedures manual to imple-
ment optimum subsidy selection, i.e. , identify and assist
industries providing the greatest development payoff.

During a series of field visits to an EDA regional office
and five district offices, it was found that there was
little need for a procedural manual to prescribe tech-
niques for allocating limited funds to industrial applicants
Instead, the critical need, as expressed by the field
staff, was the identification of industries that are
compatible with a particular area and are interested in
locating there. The perceived need was to attract indus-
try, almost any industry in some cases, as opposed to
identifying high impact industries that are most cost-
effective for EDA's business development expenditures.
Subsequently the requirement for a procedures manual for
optimum subsidy selection was replaced with a requirement
for a methodology to identify industries compatible with a
community's resource base and locational advantages.

Findings : The refinements to the subsidy selection analysis
focus, first, on fully exploring the costing assumptions
behind the selection of specific subsidy programs; second,
on the effectiveness of specific programs; and third,
on the integration of the costing procedures into the
formal economic model to compare the various subsidy
types.
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Specifically the analysis:

o Investigates and identifies the most appropriate
cost basis to conduct cost-benefit analysis of
specific-subsidy programs.

o Refines the cost-benefit analysis of specific
industrial subsidy programs to determine their
ranking based on the most appropriate government
costing basis.

o Incorporates the preferred cost base in the formal
model and reevalutes the ranking of three broad-
based subsidy forms (wage, price and capital)

.

The first phase of the developed methodology for matching
industries to EDA-designated areas evaluates alternative
locations with a view to rejecting those that clearly
involve excessively high cost. This cost-based evaluation
initially considers an industry's overriding locational
determinants due to proximity to resources and markets and
then, for regions qualifying by means of proximity require-
ments, develops a detailed determination of intra-regional
costs.

The second phase of the methodology calls for a further
screening of industry/region matches which goes beyond
selections derived solely by a cost minimization criterion.
The second phase focuses on noncost, intangible factors.
EDA's Industrial Location System is suggested as the
primary basis for further filtering industry/region
matches based on a community's ability to provide the
attributes desired by an industry.

The study recommends a more intensive program of industrial
promotion which, to some extent, is a departure from past
EDA practice. It urges a more active Agency role in
soliciting industrial interest in EDA-designated areas and
growth centers.

The implementation strategy recommended consists of the
following steps:

o EDA would implement the industry/region matching
process (screening of costs and characteristics)
at the Federal level.
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o EDA would provide its regional and district offices,
State and local development organizations, community
governments, chambers of commerce, and utility
companies with:

(1) The results of the matches for districts in
their States.

(2) Information on methodologies which State
agencies may adopt and improve for use in
their industrial promotion efforts.

(3) Effective dissemination of information on
EDA's business development assistance,
particularly new, innovative or expanded
programs.

(4) Distribution of community and district profiles
to interested industrial prospects.

Status : This study has been completed and will be avail-
able through the National Technical Information Service.
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INDUSTRIAL INVASION OF NONMETROPOLITAN AMERICA,
A QUARTER CENTURY OF EXPERIENCE

Performing University of Wisconsin, Center for Applied
Organization: Sociology

Principal
Investigator: Gene F. Summers

Monitoring
Agency: EDA - Office of Economic Research

Project No.: 99-7-13280

Objectives and Procedures : The objective of this study was
to examine the consequences of bringing new industry into
low density rural areas. The study was undertaken to test
the validity of the contention that industrialization of
rural areas would increase income, stabilize population,
upgrade housing, and improve community services and amen-
ities. It is these presumed benefits that have made the
pursuit of industrial plants such a popular undertaking
among rural communities. But are these benefits being
delivered? If so, what is the pattern of distribution? Are
there any undesirable side effects? Can they be avoided?
These are some of the questions that motivated the initi-
ation of this study and guided its research design.

The procedure used to assess the impact of rural indus-
trialization was to assemble, classify, and review case
studies of the impact of industrial plant locations in
nonmetropolitan communities. The selected studies, com-
pleted between 194 5 and 197 3, vary in quality, detail,
and scope. The 100 studies selected encompass more than
700 manufacturing plants at 245 locations in 34 States.
The predominant industries were metal production and
fabrication, chemical manufacture, and apparel fabrication.
In addition, there was a marked concentration of case
studies geographically (the Midwest and South) and within
the selected time span (predominantly in the fifties, to a
lesser extent in the sixties) . Although the selected case
studies do not provide us with a representative sample of
rural America, they do form the basis for tentative general-
izations and policy guidelines.

Current Developments : Empirical generalizations that are
suggested in the assessment of the selected studies include
the following:
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o In most cases, industrial expansion contributes
to population growth, usually in villages and
towns nearest the plant site.

o The rate of population growth clearly is a function
of the size of the industrial plant.

o Labor sheds of nonmetropolitan industrial plants
are often larger than those in metropolitan areas.

o Employer preference for male vs. female, younger
vs. older workers is usually related to the type
of manufacturing activity.

o Nonwhites are underrepresented in the rural indus-
trial work force. Where they are hired, they are
concentrated in unskilled jobs.

o There is virtually no evidence that industrial
development increases the level of educational
attainment in the host community. Any rise in the
education level reflects only the change in age
structure of the population.

o New jobs often do not go to the local unemployed,
or those nearly at or below the poverty level.

o Increase in the fiscal resource base often is
outweighed by increased costs of providing services
to the new industry and to the population increment
Net fiscal gains usually occur only when: (a) no
local subsidy was offered; (b) the work force is
locally recruited; or (c) a large proportion of the
plant's work force lives outside the community and
commutes to work.

o Most of the local population perceive personal
benefits from industrialization. Those who feel
they derive little benefit are the old, the ethnic
and racial minorities, the unemployed, and the
farmers.

o Having experienced industrial development, most
rural residents want more of it.

o Immigrants, especially those with high skills and
incomes, express more dissatisfaction with local
community services than the resident population.
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Weighing these empirical generalizations against the
generally accepted public policy goals of balanced popula-
tion growth, reduction of poverty, lessening of income
inequality, lower unemployment rates, and higher quality
and availability of basic services, the authors of this
study offer the following insights that may be useful in
formulating public policies addressed to these objectives:

o Although public investments are relatively inef-
fective in stimulating industrial migration beyond
the predominant forces exerted by market condi-
tions, they can influence specific plant site
selection to maximize the benefits to the local
area.

o Low-skill, low-wage industries can benefit areas
with a surplus of untrained labor. Their location
there, however, should be viewed as the initial
stage of development to be followed by a second
stage at a higher skill and wage level. In areas
offering the full range of skills, both stages
might be carried out simultaneously.

o Communities that find it difficult to attract
private capital should consider supporting low-
profit enterprises through publicly supported local
cooperatives and public- profit making corporations.

o Public programs should strive to spread the bene-
fits of rural industrial development to the dis-
advantaged residents by developing concurrent
training programs to upgrade their skills and
encourage the hiring of the poor and unemployed.

o Communities which receive public assistance in
building infrastructures and in industrial develop-
ment should be carefully selected for their self-
generating growth potential. This selection
process should be based on the best evaluative and
research techniques available.

o Since area-wide problems of unemployment and
economic stagnation require broad-based long-range
development strategies, support should be given to
the creation and effective functioning of regional
planning bodies.
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o The strain on public, service, may be somewhat
lessened by care in the selection of the type and
size of the plant recruited.

o A comprehensive survey of the local labor market
in the early planning stages of plant location will
go a- long way in reflecting community preferences
in the selection of the plant's work force.

Status : The report has been completed and will shortly be
available for distribution through the National Technical
Information Service.
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STUDENT INTERNSHIPS IN ECONOMIC DEVELOPMENT

Objectives and Procedures : The primary objective of the
four regional internship programs funded by EDA is to
attract and facilitate the entry of talented young Americans
into the field of economic development. A secondary, more
immediate objective is to provide local government and
community agencies with the necessary manpower resources to
undertake economic development and community studies and
operational projects that would otherwise be left undone.
Both the long-term and short-term objectives are mandated
by Title III of the Public Works and Economic Development
Act.

The procedure used to achieve the program's objectives is
to provide part of the administrative costs and stipends to
place promising graduate and undergraduate students with
local government and community agencies. The short-term,
on-the-job experience during the period of internship
provides total involvement in projects in the field of
economic development and planning which may lead to
permanent career choices in these areas. Perhaps an even
more significant consequence is the leadership and involve-
ment in public activities that the internship program has
promoted during the past decade of operation. This
experience cannot help but promote citizen awareness and
participation in the process of public decision-making no
matter what final career choices are made.

The following is a summary of activities of each of the
four regional internship programs during 1974 and 1975.

1. Performing Organization : Southern Regional Education
Board (SREB)

Principal Investigator: Harlan Cooper

Monitoring Agency: EDA - Office of Economic Research

Project No.: 99-7-13109.10

Current Developments : The emphasis of SREB activities
in 1974 and 1975 was the creation of additional autonomous
State intern programs within the 14-State region. The
successful establishment of State programs in previous
years provided a number of models that were adopted in
toto or revised to suit individual State programs and
needs.
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Status ; This project was funded through December 31,
1975.. Continued funding depends upon the extent to which
the established State programs are in need of further
regional coordination and administrative assistance.

2. Performing Organization :

Principal Investigator:

Monitoring Agency:

Project No.

:

Midwestern Corporation for
Resource Development (MCRD)

Lee Cheaney

EDA - Office of Economic Research

99-7-13204.6

Current Developments : During 1974
ficant progress has been made in effort
assist in the development of autonomous
State programs in the twelve participat
States. The primary accomplishment in 1
lishment of MCRD as a regional office d
technical assistance, certification, in
limited financial support to the partic
Progress was also made in widening part
the program by the smaller universities
well as by local government agencies, c
and other public service groups.

and 1975 signi-
s to encourage and
, self-supporting
ing Midwestern
975 was the estab-
ispensing advice,
formation and
ipating States,
icipation in
and colleges as
itizen commissions,

Status : This project was funded through December
1975. A request for continuation of the program for 1976
is expected.

3. Performing Organization :

Principal Investigator:

Monitoring Agency:

Project No.

:

Western Interstate Commission
for Higher Education (WICHE)

Robert S. Hullinghorst

EDA - Office of Economic Research

99-7-133155.9

Current Developments : During 1974 the emphasis of the
program was on economic feasibility, expansion of local
infrastructure and improvement of local development
organizations. Supported by an EDA grant of $45,000 and
by $112,000 from private foundations and host agency
contributions, WICHE placed a total of 85 interns in all
but one of the 13 Western States. In 1975 the focus was

120



shifted, somewhat, to land use planning, water conserva-
tion and energy resources, reflecting current interests of
the Western States. The total placement in the past year
was down to 61 trainees, due to the reduction of available
funds.

Status : Project was funded through December 31, 1975.
Continued EDA support is under consideration.

4. Performing Organization : Education Development Center (EDC)

Principal Investigator: Judith Sparrow

Monitoring Agency: EDA - Office of Economic Research

Project No.: 99-7-13210.6

Current Developments : Multiple sources of funding in
1974 are reflected in the wide range of topics selected by
the interns. These fall within the broad subject areas of
economic development, housing, energy and environmental
problems. There were active programs in each of the New
England States and in New York, New Jersey, Delaware and
Pennsylvania. In 1975 EDC's activities were somewhat
restricted because of reduction of funds for the admini-
strative costs of the program. These were supplemented by
local sources in the form of intern stipends.

Status : The current program has been extended to June
1976. A request for further funding is anticipated.
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COMPOSITE MAPPING SYSTEM (CMS)

Performing
Organization: TERCON Associates

Principal Gary G. Slack, TERCON
Investigators: Jay T. Carrigan, TERCON

John B. Fieser, EDA

Monitoring
Agency: EDA - Office of Planning and Program

Support

Project No.: 99-7-13246

Objectives and Procedures : The EDA Composite Mapping
System (CMS) is a computer program capable of mapping
spatial patterns of various phenomena within any selected
study area and at any map scale, and of merging related
sets of such maps into weighted combinations or composite
maps. As such, CMS is a sophisticated and flexible display
device which allows an analyst to study the areal distri-
bution of various characteristics, their evolution over
time and space, and their interrelationships.

Completion of this contract has enhanced CMS capabilities
by implementing the following specific system features:

1. Scale-Reduction Capability . This feature allows the
generalization of 4, 9, 16, 25, etc., map sectors into
one, thereby reducing the scale of output from the
design level (18.4 miles to the inch for most EDA
work) to half, third, quarter, etc., scale. Such
flexibility is useful in EDA's state-wide and regional
mapping, and essential when national map analysis is
required.

2. Map Generation from Point Data . This produces a
contour or isometric map from scattered data values
using several interpolation algorithms. Flexibility
of decay rate and scaling are incorporated as well as
a proximal mapping mode where normal interpolation
between data points is not desired.
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3. Map Generation from Linear Data . This feature uses a
flexible decay rate of contour-layered values to por-
tray proximity or accessibility to linear phenomena
such as roads, pipelines, etc.

4. Masking of External Data . When mapping by automatic
interface with data tapes this feature will prevent
data collection and portrayal for States or other
selected areal units outside the study area.

5. Subset Map Files . The building of subset tapes becomes
increasingly necessary as a study progresses by allowing
faster machine runs and eliminating the necessity of
multi-reel files.

6. Program Documentation of the Above Features . Additions
to CMS user and program documentation fully describe
the new features in accordance with EDA standards.

Status : Programming was completed and documentation
accepted on June 30, 1974. That portion of the $12,500
contract allowance not required by the contractor for
project completion has been deobligated.

An additional $2,500 purchase order to TERCON Associates
was completed August 31, 1975 for the conversion of EDA's
Univac-based CMS from EXEC II to EXEC VIII operating
system compatibility. This will improve capabilities and
reduce run times.
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